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PART   I 
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The    Wage   Protler:]. 

Mr.   Chairman,    I    shotild  like   to   begin  by   stating 
that   such  a  Board  as  this   cannot  render  a  decision  which 
will   le   ccnsidere^Yjust^l^y  both  parties  because  by  justice 
one    party  means   something  very  different    from  what  the 
other  means.      If  we  agreed  with  the    representatives  of  man- 
agement on  theivprinciple   of  wage  adjustment    we   could   agree 
with  them  on  what  wage   rates  should  be. 

Ivlr.    Chairman,   we  are  living   in  a   period   when  the 
system  is  very  badly  adjusted  to   human  life,    and   is  growing 
quite   rapidly  worse,     As  the   representatives  of  hundreds  of 
thousands  who  are    suffering   from   such  bad  adjustment   we  .are 
engaged  in  a  long   struggle  to  secure   a   readjustment  which, 
will  give   huix.an  life  a   chance. 

?or   two   years  railroad  management   has  been   stat- 
ing their   point    of  view  very  clearly.      It   is  that   the 
maintenance   of  full   returns  to   investors  is   of  primary  im- 
portance  to  the    nation.      Reduce   wages  to    the    point   where 
the    railroads  can  give   capital  its   full   efo  or  dire   things 
will  happen  -  bankruptcy,    breakdown  of  transportation,    re- 
fusal  of  capital  to  go   on  with  railroading.      They  attempt 
to   convey  the    impression  that  the   welfare   of   each  human 
being   in  the    population  depends  more   upon  a  full  return  to 
capital  than  upon  a   full  return  to  the   employes.      This  pre- 
sents the    issue   in  a   clear  cut   manner.      It   is  an  issue  not 
only   in  the    railroad   industry  but    in  the  whole    of  industry. 
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Today  the   representatives  of  management   are   loaded  with 
alleged  evidence    of  the    sacrifice   which   other   industrial 
workers  have   been  forced   to  make    to  preserve  the    interests 
of  the    profit  takers.      By  bringing   in  such  evidence   they 
have   widened   the    field.      We  are  hut    representatives  of  the 
millions  of   industrial  workers  to  whom   industry  is  not  giv- 
ing  a   decent   living. 

We  have  not    come   here  today  to  debate  with  the 
railroads  as  to  changes  in  the   cost   of  living.      Even  if  we 
admitted  that   such  changes   should   be   the    determining  factor, 
they  have   been  too    slight   since  Decision  147  to    serve  as  a 
talking   point    for  a    decrease   in  wages. 

We   have   not    come   here   today  to  debate  with  the 
railroads  as  to  the    level   of  earnings  at   present    prevailing 

■So    C--1   ^__^i*f  > 

inioutside   indiistry,      is  we   shall   show,    these  wages  are 
determined   by  the    existence    of  a   large    surplus   of   labor  and 
if  the   Board   is  to  adjust   the   wage   rates  of  railroad  employ- 
ees to  that   level   it   vJill   become  a   mere   barometer  with  no 
real   function  except   to  prevent   the    organized   railroad  em- 
ployees f rosi  isifeiig"'  ifelieir  own  bargaining  power   in  the   market. 
We   have  come    here   to  challenge   the    justice   of  the 
wage    rates  of  all  productive   labor,    to  challenge   the   very 
principle    upon  which  the  r  ailroads  propose   that   rates  of 
pay  be  adjusted.      We  propose   to   show  how  the   entire  purpose 
for   which  industry  is  operated  can  and   must   be  changed. 
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During  the    past   two   years  we  have   seen   several 
national  wage   boards,    assent    to   the    principle    of  a   living 
wage   in  prinoiple    and   then  award  less  than  enough  to  give 
a   family  human  happiness,      perhaps  the  most   recent   instance 
is  also    the   most    striking.      The    recent    award   of  the   IJavy 
Department    states  that  a  rate    of  90  cents  per  hour  would 
he   more   nearly   just  and  then  establishes  73   cents.      Ob- 
viously something   is  the  scatter. 

We    find    I  Im    i  iiiir    men  giving  lip    service   to   the 
principle    oi   the    living  v^age   and   then   in   the   next,  breath 
urging  that  the    so-called  law   of   supply  and   demand  be 
given   full  play.     Again,    l    say,    it    is   obvious  that    some- 
thing  is  the    matter.      'For   the    so-called  law   of    supply  and 
demand  will  never  afford  a   living  wage   in  a  system   organ- 
ized according  to  modern  business  principles.      Over  half 
a  centviry  it    has  maintained  wages  at  the    lowest   point  at 
which  a  labor    supply  cab  be   maintained.      We  are   going   to 
show   this  and   if  possible    to   give   the   Board  a   picture   of 
the    so-called  law   of    supply  and   demand   in  action  under  the 
control   of  those   private   interests  which  have  monopolized 
the    jobs. 

In  our   attempt  to  view   this  problem  of  wages  in 
its  true   light  we   came    first  to  this   conclusion.      Wages 
paid   under  the   existing  wage    scale  are    insufficient,    in  a 
very  conp"i '3  arable    proportion   of  the    cases,    to    enable    the 
adult  riHle    wage   earner  to  maintain  an  ascertainable  min- 
imvm   of  decent   living.      large   numbers  of   our    families  are 
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living   bcicw   a    standard   of  decency.      This   dees  not  apply 
only  to  the   drifting   -unskilled  classes  but   to   sober   in- 
dustrious workmen.      It   is  not  a   new  phenomenon  but   has 
been  knov.n  to   be    true   at   least   over  a  oeriod   of   20   years, 
for    it    is  now   nearly  20   years   since   the    first    systematic 
studies  of  the    problem  were   made. 

The    question  then  seems   to    us  to   be   whether  these 
low    standards  of  living   exist  among  the    workers  because 
they  do  not    get    a  fair    share    of  the    products   of  industry, 
or    because    there    is  not  a    sufficient  amount   of   industrial 
prod-ucts  to  maintain  them  on  a  decent   living  basis. 

Our   study  of  the    orobiem  has  convinced  us    that 
low    standards   of  living  are   due    largely  to   an  unfair  di- 
vision of  the    countr.v's   oroducts.      I   say  "largely  due" 
because   we    find  that    shortage    of  essential   supplies 
tendes   to  develop  as  a    result    of  the    unequal  distribution 
of  income. 

After  careful  analysis  we    can   state    the   whole 
problem  in  a    single    sentence.      The  railroads  are    saying 
to  their  employees,    "  we   cannot   afford  to   pay  a   living 
wage,  "while   we    say  that  therrailroad   industry  must  pay  at 
least  that.      But   the   problem   imm.ediately  broadens   out   to 
include  all   industry.      Can  the   country  afford   to   pay  pro- 
ductive  workers  a  living  wage? 

Uow  we   think  that  when  the    railroads  talk  about 
the    railroad  industry  paying   its  way  they  are  making  an 
unwarranted  distinction  between  the   transportation  system 
and   the   whole    industry  of  the  country.      Surely  the   whole 
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industry  of  the    oouiitry  must   pay  its  way  if  the    coxintry  is 
not  to  go   bankrupt,      Eut    to  argue    tiiat    each   separate   indus- 
try,   run  without   co-ordination  to  the   whole,    must  pay  its 
way  is  as  contrary  to  the    facts  as  to   argue   that   a  given 
railroad   siding   or    spur  track  must   pa;/   its  way  independently. 
It   would   obviously  be    worth  o\r  while,    as  a   pure   business 
proposition,    to   subsidize   the    railroad   industry  to  any  con- 
ceivable   e:Ktent   rather  than  to    le^  it    suspend   operation, 
first,    of  course,    taking   it    in  hand   and    stopping  the   leaks 
d-ue   to  private   profit  taking. 

So  the   true    question  become  s,    in  what    sense   cannot 
industry  afford  a   living  wage? 

How  we   want    to   ask  two   questions  '.'Without   answering 
them  atthis  time.      ?irst,    if   industry  can  pay  a  living  wage 
but    will  not,    what    should    be   the    attitude   of  the    workers? 
Second,    if  industry  as  at  present    operated  cannot   pay  a 
living  wage,    what  should   be    the    attitude    of  the    workers? 
These  are  the    vital   problem^  to    which  the    employes   of   in- 
dustry will  find   an  answer   gooner   or   later. 

In   stating  the   matter  this   way   I  want   to  make   our 
attitude   in  this  hearing   very  clear.      "Ve   see   that   out    of 
the   annual   yield  of  any  industry  three    things  are   being 
paid,    costs   (including   supplies,    depreciation,    extensions, 
taxation,    etc.),    wages,    and   profits,      our   case   is   that   of 
these   three   things  that  come    out    of   industry,    two    ought   to 
be   constant,    costs   (reduced  to  an  economical   figure)    and 
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wages  at  a   level  which  will  alxow    full  hiiraan  life,    in- 
clusive  of  art,    literature,    music,    recreation  and    socia- 
bility  such  a's  are  enjoyed  "by  the    well-to-do.      This 
leaves  profits  as  the    sole  variable   factor   and   frankly 
contemplates  a    situation  in  which  temporarily  they  nay 
have  to   cease    . 

We  are   sure  that  the   conflict  between  capital 
and  labor  will   continue   to  harass  the    efficient   use   of 
the   country's  productive  power  .until  that   situation  has 
been  accepted,    for   nothing   less- than  that   is  just  and 
reasonable* 

Through  the   varying   phases  of  industry,    the    pros- 
perity and    the    depressions  of  the   last  generation  real 
wages  have   tended  to  remain  fairly  constant,    fluctuating 
around  the    level   of  a   bare    subsistence.      Past   experience 
has  taught   us   that    if  production  i®  enormously  increased, 
or   costs  largely  cut   down,    labor  will  obtain  no    satisfy- 
ing  proportion  of  the    benefit.      If,    on  the    other   hand, 
production  is   curtailed  by  the    operation  of  the   commer- 
cial  systc-n:,    business  will  natuxaliy  attempt    to   beat 
down  wages  in  order  to   retain  profits.      It   is   on  the 
basis   of  this  probability  that   I  predict  the   continu- 
ance  of  industrial   conflict. 

If  an  industry  can  afford  only  a    starvation  wage 
it    stands   self   condemned.      But   our    study  of  the    situation 
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has  convinced  us  that   taken  as  a   whole   industry  can  pay 
a   living  wage,   and  vie    are   going   to   outline-    for  the    Eoard 
the   basis    for    this  Gonolusion,    citing   the    most   authorita- 
tive  data  available    on  the    subject.     As  a  matter   of  fact, 
quite   aside   from  §,11   statistical  matter,    ovr   own  eyes, 
viewing   the    blatant  expenditures  of  the  rich  and  well-to- 
do  during   the   worst   periods  of  depression  and  unemploy- 
ment,   tell  us   that   interest  and   profits  go   on,    and    we   do  not 
have  to  look  far   in  the    field  of   financial   figures  to    find 
that  dividend  and  interest  payments  vary  little,    if    at  all. 

Wow    in  this   connection  we   notice  that   dividends 
are   guaranteed  during   periods  of  depression  by  an  averag- 
ing  out   -   that   is    out    of  the    large    surplus  profits  which 
are   stored  during    the    immensely  prosperous  years. 

iTor    instance    we   notice    that   the    secondary,    profit 
making   part   of  the    railroad  industry,    including  steel 
corporations,    equipment  and   other  supply   companies,    piled 
up   surpluses  diring  the    years  1916    to  1920   somewhat  as 
follows: 

Steel  $     825.958,160 

Coal  &  coke  159,075,444 

Equipment  159,791,071 

Other   Supply         182.782.572 
Tetal  11,287,607.047 

These   enormous   funds  are   guaranteeing  profit 
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payment    vuhile  the    concerns   operate  to  a   very  smalx  propor- 
tion ox  aapaoity  -    in   some   instances  less  tnan  20^,      We 
wonder  why  the   surplus  above  all  oosts,    wages  and  normal 
profits   should   guarantee   profits  any  more  than   steady  em- 
ployment   at  a  living   wage    during  times  like   the    present. 
In  fact,    careful   analysis    of  the    situation  leads  us   to   be- 
lieve  that    such  guarantee    of  steady  earning  power   to  the 
wage    earner,    even  at  the    expense   of   immediate   profits, 
would  go    far  toward  eliminating   these   recurrent   periods 
of  depression.      Yet,    although  much  pity  is   voiced  for  the 
suffering  and    starved   due    to  unemployment,    no  voice    is 
raised  to   suggest   that  the    swollen  profits   of  the    past 
five   years  be   oaid   back  into  the    industry  to   save   the 
employes   from  the    terrors   of   such   a  oeriod. 

This   establishes  our  general  point   of  view   toward 
the    present  and  all    future  wage  cases.      We    feel  that  mere 
adjustment    of  wage   rates  to  minute   variations  in  the    cost 
of   living  would   be  a   purely  statistical  problem   for   the 
Board's  force,    requiring  no  hearing   or    elaborate   prepara- 
tion on  either   side.      We   feel   that    if  the   Board   should  in- 
terpret  its   function  to   be   merely  to    determine   the    level 
of  wage   rates  established  in  the    outside   labor  market,    it 
would  thereby  become    a  mere   gauge    and   so   defeat  the   purpose 
for   which   it  was  established.      ?or   or ganizeVla b or   would 
then  be    forced   to    throw   its   full  weight    into   the   crude 
struggle   at  the   market   place. 
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We   purpose,    therefore,    briefly  to  develop  the 

tendencies  of  the    economic   world  which  help  t  o  an  tinder- 

standing;-   of  the   big  problem   of  wages, 

Zirst,    we  will  bring   together   all  available   data 
to   find    out   whether   industry  as  a   whole   and   the    railroads 
in  particulaJt  are   paying   rates  which  have   any  connection 
with  a   living   wage.      This  will   involve   comparison  between 
earnings  at  various  hourly  rates  and   the    cost  at   present 
prices  of  the    necessities  of  healthy  family  life. 

Second,    we  will   develop  data   to    show  the    actual 
forces  operating  to   determine    wages  in  the    labor   market 
with  •particular  attention  to  the   effect    of   business  de- 
pression upon  the    situation. 

Third,   we  will  attempt   to   find   out   whether   in- 
dustry can  afford  to   pay  a  living   wage.      This   will   in- 
volve a    study  of  the   amount    of  national   income   and  its 
present    division  considered  from  the    point    of  view   of  the 
community's  well-being.      It   will  also  involve  an  appraisal 
of  the    capacity  of  present  productive    plant  to   increase   its 
production  in  response   to  the    demand   of   increased  purchas- 
ing  power   on  the    part   of  the    population. 

Fourth,    we  will  attempt   to    forecast   the    effect 
upon  the    country' s  general  prosperity  and   well-being   which 
would   result    from  the    increased   purchasing   power   arising 
from  a   living  wage. 
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PART  II 

RAILROADS  HO  KQTPAY 
SHOBIEN  A  LIYim  VUGE 


RAILEOADS   10  HOT   PAY  SHOP  ItoM   A  LIYIl?ff  WASE. 


The   railroad  industry  does  not   today  pay  a 
living  wage   to  the  "neclianics   employed   in   its   shops. 
We   have   measured  the   average  gionthly  earnings    of  men 
in  the   railroad  shops  "by  every  possible   standard  and 
in   every  instance   they   are  found  T^anting. 

In   the   past   the    railroads  have   contended  that 
the    fiOTre    set   for  a   living  ^'/a^e  was   theoretical.      They 
have    stated  that   it    did, not  represent   the   conditions 
surr  our  ding  their  'oun  employees. 

V/e   have    endeavored  to  a-'oid  .'^n,;^   such  abstract 
spproaeB.   to  the   question  by  starting    out   with  the   actual 
expenditures   of   such   rsilroad   shop   employees  as  were 
willing    to  keep   complete    itemized  accounts.      It   should 
be   stated  that  the  keeping    of  these  accounts  rms   fax 
more   complicated  than  the  average  household  account  because 
the   housekeeper  v;as  asked  to   keep  a  record  of  the  v^eight   of 
every  item   of  food  purchased,   whether   this  food   came   in 
bunches,    boxes,   pecks,    or  what  not. 

The   figures  which  I  am   going   to   present  here 
in   evidence  are  based  upon  reports   covering   every  month  of 
the  year  19E1.      Two  hundred  and   '-I..cf^t<^  -yUu^  re -port  b  are  used, 
or  an  average    of  Z^  V^^  month.        These   families  are   pretty 
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Vi/ell   distributed   over  th.e    country.      Shey  were   in  no 

•V  -  .  ♦ 

senree   selectea. 

The  mimber  of  returns  fell   to  a  Ioa^  level  in 

..  0-- 

the    summer  months   due   to  the   real   discouragement   of  the 
families  7'hich  had  made   reports   covering  the    sdx  months 
from  December  1920  to  May  1921.        They  had  counted 
upon   the   maintainence   of  their  wages,   and  when  these  were 
reduced  by  unemployment   and  by  Decision  147,   many  v/rote 
in  that   there    seemed  no  use   in  keeping  a  record  of  the 
perpetual  (ieficit. 

It   is  argued  that   the   railroads  miist  meet  their 
fixed  charges.      The  general   rule   in  business   is   that  a 
concern  which  cannot  meet   its   fixed  charges  is  bankfupt. 
It   seems   to  us  that  a  healthful    standard   of  living  for 
his   family  represents  a  man's  fixed  charge.     Failure   to 
meet    this  means   the    realest  kind  of  bankruptcy.     It  will 
mean  eventual  physical   and  moral   bankruptcy  to  the  ITation, 
As  Mr.    John  D.   Rockefeller,    Jr.   has  pointed  out:- 

"In   orier   to  live   the  wage   earner  must   sell 
his  labor  from  day  to  day.     "Unless  he   can   do  this,    the 
earnings   from  that   day's   labor  are  gone   forever.      Capital 
can   def<^  its  returns  temporarily  in  expectation   of   future 
profits,    but  Isbor   cannot.      If,    therefore,    fair  wages  and 
reasonable   living   conditions   cannot    otherwise  be  provided, 
dividend's  must   be   deferred   ot  the    industry  abandoned." 

We  wonder  why  this  principle   receives  no 
recognition  in  industry  today. 


Durlr.t-   the   autumn  months  ^'e  viere  able   to 
secure  more    returns. 

The    far.il ies  v/cre    in  no.  sense   selected, 
except  to   the    extent   of  an  attempt   to  have    them  es 
representative   as   passible.     As  a  matter   of   fact, 
the  work  of  keeping  up  such  reports   is  so   difficult 
that  \-je  "iere   grateful   for  such  as   could   be    secured. 
In  these   returns  v/e  have   a  true  picture    of   the   purchasifog 
power   of  real   railroad  families. 
Averap-e    Sice    Of  Families. 

I   1^      I  ■     I.     ■■  I.  1-1,1  I  —       I         im  .  II  II 

The   families  average   slightly   over   five   persons 
per   famiily.    For  purposes   of  comparison  -v.ith   scientific 
food  requirements   it   is   necessary  to    express  these   families 
in  terms    of   equivalent  adult  male?.     As   each   family  reports 
the    total   membership   together  with   the   ages   of    children,    it 
is    possible   to   do    this.      Taking  the    year  as  a  ivhole    the 
families    can  be    expressed  as   3.83  adult  males.      This 
contrasts  with   the   standard  family  usually  taken   in  the 
preparation   of    food  budgets,   which  is    equal   to   3.35   adult 
males.      This    standard  family   consists   of  a  ir.an,   wife   and 
three    children  aged  2,    6  and  12  years   respectively.      The 
average    family  reported   on   our    income    and   expenditure 
blanks    differs   from   the    standard   family  both  in  number 
of  memibers  and   in  the  average  age    of    children.      This 
accounts   for  the    difference   between   3.83  amd  3.35 
equivalent  adult  males. 


Average   Income  and  Expenditure  During  Year  1921 » 

?o:    the   ^"i^rpose    of  arri^irg  p.t  ar.   i'^'^a  p.p 
to   the    justice    of  presant   rates    of   pay,    the   most   im- 
portant   figures  are   those   showing  r/hat   the    farnilies 
were   able  to  purchase    in-  terms   of  quantities.      But 
before   retumir.g   to  this    side    of   the   budget,    I  vrant 
to    call   attention  to    the   average   financial   balance    sheet. 
It  must   be    Ijorne    in  mind   that   Decision  147    divided  the 
year   in  two  halves^ 

Average  Incoixe    and  Expenditure   for   Year  1921 
(Based   on  254  Monlhly  Remrns) 

Itemized  T otal . 

ExpeExftitures  g   1989,64 

Food  $60)£.71 

Clothing  257.18 

Housing  514.10 

Fuel  and  light  109.82 

House  Furnishings  113.95 

Miscellaneous  591.56 
INCOME  ^  1935.50 

From  Railroad  $  1795.49 

Other  Income  140.01 
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It  should  be  noted  that  practically  the  v/hole 
income  of  these  fa.nilies  comes  from  railroad  employ- 
ment.  Income  from  other  sources  averages  less  than 
4'12'cOO  per  month  and  generally  represents  boarders  or 
lodgers.   Evidently  the  father  is  the  only  wage  earner. 
This  is  as  it  should  be,  for  an  analysis  of  the  personnel 
sho^s  only  £8  out  of  the  total  of  25^  returns  come  from 
families  with  children  over  16  years  of  age. 

This  incom.e  from,  railroad  employment  falls  short 
by  nearly  "SOO  per  year  of  the  actual  amount  v;hich 
these  families  spent,  and  I  'will  show  clearly  in  the 
next  set  of  tables  that  their  expenditure  fell  far  short 
of  securing  the  necessary  supply  of  food. 

You  v.ill  find  a  full  detailed  analysis  of  each 
budget  return,  secured  by  the  Rail'uay  Emploj'es  Depart- 
ment, in  "^^   appendix^i^o  my  argument.   These  tables 
are  unusually  interesting  as  they  are  records  of  the 
struggles  of  American  Railroad  families  to  rake  both 
ends  meet, 

Families  Unable  To  Secure  Sufficient  Food 

How  that  V7e  have  glanced  at  the  actual  money 
income  and  expenditure  of  these  families,  I  •want  to 
take  the  expenditure  for  food,  an  average  of  $602,71 
for  the  year,  and  express  it  in  terms  of  the  actual 
quantities  of  food  actually  obtained.   These  figures 


as  to  the  anoant  of  food  secured  vill  be  found 

elaborately  -.vorked  out  for  each  budget  in  table 

___^t2^  ,    ... 

IVof  •WSP'  app end Ixl^ove ring  these   reports.     At   thxs 

time,  I  will  only  consider  in  a  summary  form  the 

data  there  given  in  full,  first  taking  up  the 

year  as  a  v/hole  acii'then  comparing  the  separate  months. 

The  following  table  shows  the  average  quantity 

of  each  class  of  food  purchased  by  these  families, 

and  in  parallel  columns  the  quantity  necessary 

for  mere  subsistence  at  the  danger  line  according 

to  Professor  ll.   E.  Jaffa,  and  the  quantity  necessary 

for  a  healthy  life  in  the  case  of  families  where  the 

man  is  doing  hec.vj   ■.vork.   The  str-ndard  budgets  are 

referred  to  the  same  size  family  (3.83  adult  males). 


AmUNI  OT  FOOD  SECURED  UNDER  EX(STIN&  WA&E  RATES 
l__^  COMPARED  WITH 

MINIMUM   REQUIREMENTS 


(A  MB  U  WyS    S  H  b  WN     A  R  E     AVERAGE     MO  I 
ADULT     m1<\  UES     e/lSEOON     SHOP 


QUAN/TITrtS     fU  H 
REPORTS     POR     E. 
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OUJi>KJTtlTV 
NIANU    ■*  ■ 
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FOOD  ACTUALLY  PraCILiSED   BY  SIiO?Ii/lII»S 
:?.\i:iLIE3    00!:?ARE^  V/ITH  IllimiUli  RSClUIREi 
AVERAGE  PER  HONTH  FOR  YEAR  1921. 

(All  figures   are  for  3.82  adult  males) 


iTEt'; 


POUIJDS  POU1I33S  RE-  POUNDS  EEQUIP.: 
ACTUALLY  QUIRED  jAfiiE  RY.  SIP.  DEPT- 
PURCHASED  Budget  BUDGET 


Meat,   Pish.Kilk 
Eggs   &  beans 


154.16 


209.8 


267 


Flour,  Cereals. 
Rice,  etc. 

79.57 

103.7 

133 

Potatoes, Vege- 
tables &  Prults 

145.65 

159.6 

262 

Butter, Oils  and 
I»ats 

14.63 

20.5 

22 

Sugar 

28.63 

28.5 

29 

Coffee  &  Tea 

3.81 

2.3 

3,2 

A  glance  at   the   accor.paiij/ins  chart  Trill 
shov;  the   shortage   in   essentials  under  present 
rates   of  pay  in  a  graphic  manner. 
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These  simple  facts  show  that  the  railroad 
industry  is  not  paying  its  shop  employees  a  living 
■wage,  V/ith  prices  prevailing  during  the  year 
1921,  Mechanics  in  railroad  shops  ".tere  able  to 
purchase  only  about  64^  of  the  meat,  fish,  milk 
and  eggs  necessary  to  maintain  their  actual  families 
at  the  lov;est  level  of  safety.  They  rirere  able  to 
purchase  only  77^  of  the  necessary  cereal  foods, 
only  9lfj   of  the  necessary  vegetables  and  fruits 
and  only  71^^  of  the  necessary  butter,  fats,  and 
oils.  In  sugar  alone  ^:7ere  they  able  to  come  up  to 
the  minimum.  All  these  comparisons  are  made  with 
Professor  Jaffa's  budget.  Reference  will  be  made  to 
the  other  budget  later. 

It  cannot  be  too  strongly  emphasized  that 
the  quantities  shown  as  necessary  in  connection  with 
each  class  of  foods  are  absolutely  essential.  Although 
families  may  appear  to  subsist  on' less,  the  results 
will  appear  in  the  future,  as  will  be  pointed  out 
in  a  later  part  of  our  presentation.  In  other  words 
the  deficit  in  railway  wages  does  not  appear  in  dollars 
and  cents,  it  appears  in  a  shortage  in  food,  in  pounds 
of  meat,  milk,  eggs,  vegetables  and  fats. 

This  is  as  truly  a  deficit  of  the  railroad 
industry  as  would  be  failure  to  meet  interest  on  bonded 
indebtedness.  It  may  be  expressed  in  terms  of  nourish* 
ment  somewhat  as  shown  in  the  following  table. 


Deficit  in  Hailroad  Industry 
for  year  19S1 

pouncLa 

Deficit  in  meat,  fish.,  miik  and  eg^a 

consumed  per  emplo'y^^Yper  month  ---------  75k 

Deficit   in  flour,    cereal   foods  and  rice 

cons\imed  per  employee   family  per  month  ------     24 

DeficiT;   in  potatoes,    vegetables   and  fruits 

consumed  per  employee  family   per  month  ------     14 

Deficit   in  butter,    oils   and  fats   consumed 

per  employee  family  per  month-   ----------        6 

Deficit   in  sugar  consumed  per   employee 

family  per  month   -----------------       0 

The  results   of  such  a  deficit   in   terms   of  the  general 
physique   of   the   counlfcry  and  also  in   terms   of   the  efficient 
operation    of   the  railroads   are   sufficiently   obvious.      If  an 
industry   cannot  meet   i-qb   first  fixed  charge,    the  payment   of   a 
healthy  livelihood  to   ios   employees,    it  is    indeed  bankrupt,    i 
will  refer  you  to  an  extended   quotation  from  professor  Jaffa 

yiojj:. 

which  we  have  reprinted  in    &3S-  Appendix^     He  explains   that   this 
budget,    with  which  we  are  making  our  comparison,    represents 
the  danger  line   below  which  it   is  precarious  to  go.  prof^'ssor 
LI,   E,    Jaffa  of  the  College   of  Agriculture,   University   of 
California  ia  a  Specialist  in  the  matter  and  speaks  with  auth- 
ority, 

I  wish  to  refer   to   this  deficit  again,   not  in  terms  of  the 
individual   employee  but  in  terms  of  the  vjhole   industry,    if  we 
assume  that  approximately  180,000  railroad  shopmen  have  families 
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to  support  (and  that  is  a  minimum  estimate  based  on  the  proper - 
^ion  of  married  men  to  the  total  of  men  over  15  in  the  country) 
then  the  deiici«  in  food  is  enormous,      it  amounts   to; 

po\3nd3 
Deficit  in  meat,    fish,    eggs   and  milk,   per  year   -       162., 000,000 
Deficit   in  flour,    cereals  and  rice   -------         51,860,000 

Deficit  in  potatoes,    vee,e tables    and  fruits    -   -  -         80,2.40,000 
Deficit   in  butter,    oils   and  fats    --------         12,960,000 

Without,    for  the   time  being,   referring   to  the  hundreds   of 
thousands   of  v7orlcers    throughout  all   other   industries,    i  wish  to 
submit   that  here  is   a  purchasing  power  for   farm  products  which 
ought   to  exist  and  which  vjoold  go  far  toward  assisting  in   the 
recovery   of  the  farmer's   economic  position. 
Consideration   of  Food  Purchases  Month  by  Men fch 

In   the   appendix  covering    the  returns   from  oior   family  in- 
come  and  expenditure  blanks  v:ill  be   found  full  analysis   of  the 
retiirn  for  each  month  of  1921,     For   the   actual  povmds  purchased 
during   the  various  mon ahs   I  will  refer  you  to   those   tables. 
Here   I  will   only   call  attention   to   the  percentage   of  reciuir  ements 
which  it  was  possible  for    che  railroad  mechanic    x.o  secure   during 
each  month. 

The  following   table   shows    in   condensed  form  xihese   percentages 
for  each  class  of  food  for  each  month. 


Percentage  of  ^nx^.ti^^a  Rec-iirecents    in  Food  Ciuantities 
Secured  by  Families   o:"  Railroad  Llecbanics, 
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Month 

:Meat,   Fish, 
:Milk,   Eggs 
:    and  Beans 

:      Flour, 
.•Cereals, 
•.Macaron' 
:     Rice 

:      Potatoes, 
:Vegetables, 
i    and  Fruits 

;      Butter, 
:   Oils    and 
:        Fats 

:  Sugar 

:Coffee- 
•      and   ; 
:  lEea     : 

January 

:          59^ 

I      Tlfo 

■           745I 

]        69^^ 

'.    77ff 

':   192^   : 

February 

:          61 

■      69 

'.          81 

58 

All 

!   129      i 

March 

:          57 

I      61 

'.           66 

';        70 

!    96 

:  191      i 

April 

;          55 

'      70 

65 

75 

93      . 

^  146      : 

May              : 

63 

71 

63             ; 

51 

.100 

161      ': 

June            : 

65 

69         '. 

9S 

57           ': 

l4tl 

!   158      i 

July            : 

77 

91         ': 

116 

6a           ': 

106      ■ 

148      1 

Aug\ia  t        : 

63 

106         ': 

138             ': 

77           ': 

lOS      . 

192      i 

September: 

62 

89         ': 

153             ] 

9Z           ': 

122       : 

164      i 

October      : 

67             ': 

74         ': 

lis             ': 

75           ': 

109       ': 

169      :' 

l«ovember    : 

5S-            : 

69         ': 

105             I 

8^           ': 

65      ': 

202      :" 

December    : 

79             :' 

89         :' 

57             .' 

79           i 

74      : 

148      :* 

19. 


I  have  had  the   qaantity   of   each   class   of  food 
par  chased  as  contrasted  ^ith  the  reqaitenents   charted 
for    each  month   in  order   to  ma'-ie  the  story  easier  to  grasp. 
If   you  "kill  glance   at   -ahess   charts,    or    at  the  figures   on 
the  prooeding  table   yoa  vvill  find  other   matters   of    interest 
beside     the  important  picture  of  almost   constant  shortage. 

nth   the  exception  of  thfe  Potato,   Vegetable  and 
fruit  group,    the  families  appear   to  secure  about   a  certain 
proportion   of   the  foods   in  each  group,     vVith  slight  var- 
iations  this  proportion  tends  to  persist  throughout   the 
twelve  nonths. 

If  vve  consider  the  group  of  foods   classed     under 
Potatoes,   Vegetables   and  fruits,   vve  find  a  very  large  in- 
crease    in  the  purchases  during  July,   August,   September, 
October    and  November,   follovved  by  a  very  great  falling 
off  V.  ith  the  return  of   .'.inter.      This   shov»s    clearly  ho"* 
these    L^eturns  respond  to  the  natural   conditions  ^hich 
surround  the  families.        These   are,    of   course,   the  months 
uhen  fresh  vegetables   are   available  and  cheap,    nhen  people 
put   in  potatoes,    apples,    canned  fruits,   etc.    for    the  tvinter 
months . 

In  this   connection     I  might  mention  that  the   Sept- 
ember  fruit   and  vege'cable    item  is  probably  too  high,    if  ^e 
are  to   conform  rigidly  to  food  quantities-      It    includes   one 
budget   aith  a  suspicious  750   odd  pounds  of  gr^es. 


AMOUNT  OF  FOOD  SECURED  UNDER  EXISTING  WAGE  RATES 
COMPARED    WITH 
MINIMUM    REQUIREMENTS. 


K4     A  P  t     A  V  C  H   A   O  L 
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[^    /  y/^   QUANTirVNCcrCSAfHY      TO      ■/l/^,^JTAIN      MEAL    THY      LIFE! 
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AND      BLAMS  MACARONI 


V   f;  G   E  T   A  B  I    I    S 


B  U    I     T  L    Fl  , 
O  1  U    O       A  FI  0 


y\MOUNT  OF  FOOD  SECURED,  UNDER  EXISTING  WAGE  RATES 
COMPARED  WITH 
'  MINIMUM    REQUIREMENTS 


(amounts    shown    are 

ON     SHOP 


^.-.^ 


SJl-.X 


'ERACrESPgR     F.AMIuY     OF   4.S5      AQUUT     M  *  Lg    SBASED 
!/\FTREPORTSFORMONTH| 

N0VEMeER,l92l  - 
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QUANTITY     ACTUALLY     PURI 
auANTITY     N  E  C  E   S  S-A.RY     TO 


SEOWITHEX^ISTING    IMAGES 


HEALTHY     LIFE 


-IG-UBES     REPRE-SENI 
SOUNDS     OF     FOOD 
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1  ji'  0                         .mi 

/ :/                1 
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MEATJF.ISH,     '       FLOUR,    ,  [    P  0  T  A  T  0  1;  S ,.  BUTTER, 

M|LK,EG-G-5    '       Cfe-REALls,       I.VEGETAELES  OILS     AMP 

A  N  D     0  E  A  N  S  MACAHaNI'"'     AND     FRUITS;  FATS, 

ANDRICE! 


;       AND     TEA 


<im0m^' 

AMOUNT  OF  FOOD  SECURED  UMDER  EXISTING  WA&E  RATES 
COMPARED  WITH 
MINIMUM   REQUIREMENTS 


ONM     /IR  E,  A  V  E  R    A  &ES     PER     F  v9  M  I  U  Y     OF   4..  14     ADULT     MALES     BASED 
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NECESSARY    TOMAINTAIN     HEALTHY     LIFE 
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POUNDS      OF      FOOD 
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BUTTER, 
OILS      AND 
FATS 


COFFEE 

AND      TEA 


AMOUNT  OF-  FOOD  SECURED  UNDER  EXISTING  WA&E  RATES 
COMPARED  WITH 
MINIMUM    REQUIREMEMTS 


IHOWM  ARE  AVERAGES  PER  FAMILY   OF  3.52  ADUI 
ON  SHOP  CRAFT    RCP0RT5   FOR   MONTH^ 


-SEPTEMBER,  1921  - 


QUANTITY     NECESSARY     TO     MAINTAIN     HESLTHY 
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AMOUNT  OF  FOOD  SECURED  UNDER  EXISTING  WAGE  RATES 
COMPARED  WITH 
MINIMUM   REQUIREMENTS 


(amounts  shown  are  averages  per  tamily  of  2.- 
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-  AUGUST  1921  - 
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AMOUNT  OF   FOOD  SECURED   UNDER  EidSTlN&WAGE  R^TES 
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ON   SH-OP   CRAFT  REPOi=)TS   FOR   MONTH 
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/IWOUMT  OF  FOOD  SECURED   UWQER  EXISTING  ^A&E   RATES 
COMPARED  WITH 
MINIMUM  REQUIREMENTS 
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/IMOUNT  OF  FOOD  SECURED  UNDER  EXISTING  WAGE  RATES 
COMPARED  WITH 
MINIMUM  REQUIREMENTS 


(AMOUNTS     SHOWN     /t  R  E,    >1  V  E   B  /(  &  E   S      PER     FAMILY      OF     5.92 
ON     SHOP     Cf^AFT     RFPORTS     FOR     MONTH 
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Glancing  at    uLe  iLnanoial   side   of   these   budgets 
to  find  out   ho"    th?se   extra  expenditures  for   ranter   vege- 
tables  .uid  fruLts   are   balanced  in  the  budget  vve  find  that' 
quite  naturally  fuel  and  light   costs   are  very  rauoh  loiser 
in  the   Sunnier   months ,    the  average  expenditure  ±oe   the 
v/inter   months,    Deoembex   to  March,    inclusive,    being  $12«83 
per  month  as   contrasted  vvith  $5.92  per     month  during  the 
Saafe^f   months,    June  to   September    inclusive. 

Utte-t   Inadeguany   of  Pre^  ent  Vfages.  • 

In  othex   «oj;ds   these   expenditure  reports   do   appear 
to  reflect  iniith  rough  accuracy     the  living  vvhich   our   mem- 
bers  can  secure   «ith  present  railroad  T»ages.      .ind  no   un- 
prejudiced person  can  call  it  adequate.     Insufficient  food 
is   afforded.      That   is  the  first   condemnation  of  present 
uage  rates  contained  in  these  reports.      But  beyond  the 
vital  matter   of  food  there   are  many  other   matters  vital 
to  a  satisfactory  life  vvhich  are   impossible  r.ith  the 
present   «age  rates. 

F'or    instance,   lir .   Chairman,    in   order   to  procure 
sufficient  food  and  other   essentials,    these  families  must 
cut   dov-^n  expenditure  for    clothing  to  an  average  of  |S57.18. 
Wot.    that    viill  purchase  little  more  than  one-half  of   the 
minimum  requirements   specified   in  the  United  States   Depart- 
ment   of  Labor    budget,    and  I   think     T^e  v.  ill  be   able  to   shovi 
you  the   inadequacy  of   the  standards  set  there.      The  whole 
standard  is  very  lo-vi. 


such  a  Ion  standard  means   that  this   great    industry 
dcss  not   at  present    afford  its  mechanics   a  living  Tvag8;it 
means  that  present  v«age   rates  are    unjast   and      onreasonablo 
to   that   extent. 

Before   tarning  to   the  next   point    in  my  discussion 
I  vvant   to   repeat  vihat   I  said  to   the  Board  nearly  a  year 
ago. 

Wages  are  not   to   be   reckoned   in  Dollars   and  Cents . 

Vi/ages   are  the   lifeblood  of  the  nation  as    it   is   at 
present   organized.     Wages   are  not  money,    they  are  not 
dollars   and   cents,    they  are  pounds   of  life  blood  vjhich 
floTSis   out   to  nourish  the  body  of  the  people.      A  reduction 
in  wages    does  not  mean     a   reduction    in  dollars  and  cents, 
it  means      a  reduction   in  pounds   of  nourishment  to  the 
bodies   of   citisens.     4  twenty  per    cent   reduction  in  wages 
means   pjithholding  from  millions   of  families    one  fifth   of 
the     pounds   of   nourishment  iwhich  they  T»ould  otheriJiiise  re- 
ceive.     Agencies   given  power    to   determine  wage   levels  have 
no  monetary  problem.      They  are  rationing  the  chief  part   of 
the  population.      There  oan  be   only  or^  consideration   .      It 
is   this.      Can  any  of   the  goods   that  wages  will     now   buy  be 
tafeen  away  without   injury  to  the  body  and  soul   of  the  natior 
Consideration  on  this   basis  will   lead  inevitably  to   the   con- 
clusion that   the  present  budget  of  the  wage  earners    cannot 
be  pared  down.      It  will   lead  rather   to  the   conclusion  that 


the  parohasing  po"er    of  the  employees  of  the  railroads 
must  be   immediately  increased.      Advocates   of  wage  reduc- 
tion mast  determine  F«hat   goods  Fvhich  the  employes  now 
purchase   shall  in  the  fat  ore  be  denied  them« 
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Toward  a   fair  livix^g    Standard. 

You  wilx  probably  have  gathered  that  we    feel    that 
one    qiiesticn  is   reai-y   relevant   to  this  hearixig.      And 
that  has  alway.?  been  the    one  which  ra?nasement    steers 
clear   of.      7/e   have    felt   their   opposition  to   attempt 
to  deal  with  the    finances   of  the    industry,    and   yet  they 
appear  more  ready  to   deal  with  the   ability  o£  tKe  carrie r 
to    pay  than  tney  are  with  the    ability  of  their    emploj'-ees 
to   secure   a  comfortable   and   healthy  life,      personally  we 
feel  that   the    question  as  to    what   commodities  railroad 
employees  are   entitled  to   is    far  more   to  the    point    than 
the    fact  that   rrany  employers  can  be    found   paying   wages 
which  disgrace   and    condemn  our   industrial    system. 

Mr-    Whiter  has   stated  before  the    board   that   the 
railroads  expect    r}ieir   em-^loyees  to  look   forward  to  an 
improvement    in  their    standard   of  living.      So   long  as  the 
parties  to   this  case    deal   only  in  money  wages  without 
translating   them  into    the    commodities  which  they  will 
buy,    the   best   that  can  be   hoped  for    wiii  amount   to  a 
perpetuation  of  the   low    standards  of  the    past.      7or 

that   reason  we    pro,;ose   that   the   present   case   be    settled 
in  terms   of   real  wa-es.    that   is,    in  terms   of  the  actxial 
commodities  which  are    essential   to  the    existence   and 
comfort   of  a    family. 


After  considerable    study,   we   have  prepared  a   food 
budget   which  we   feel  to  be  necessary.      In  the    other  groups 
of  commodities,    clothing,   house    furnishings  and  the   like 
we    follow   the   U.    S.   Department    of  Labor  Budget,    although 
we   do   not    feel  that   it    is^any   sense  adeq\iate.      It    is  tio 
small   job   to  work  out  a   budget   which  will  guard  a   family 
against  want   of   essentials,    at   the    same  time   avoiding 
extravagance.      So   for   the    present    we  have   devoted  atten- 
tion to  the    problem  of  adequate   nourishment   which  is 
the   center   of  a  budget. 

Several  Pood   budgets  exist,    most   of  them  more    or 
less  the    oretioal  in  character.      The    food    quantities  of 
the   Department    of  Labor  Budget   are   derived  by  averaging 
from  several   hundred  actual   family  expense  accounts. 
Such  a   method    spreads  the   food   over  the  whole    range   of 
tastes  of  this  large   number   of  families,    thus  getting  a 
large   variety  of   foods  in  relatively  small   quantities. 
The    food   budgets  of  the    Wa  t  to  B^l  Indus  trial  Conference 
Board  are   based   on  the    idea  that   the  working  class 
should   be   limitedto   the   cheaper s  cuts  of  meat  and   the 
cheaper  mers.      We   do  not  accept   that   theory. 

After  attempting  to  make   a    series   of  menus  out    of 
various   budgets,   we   decided  to    begin  with  a    aeries  of 
mentis  and    so,    to  work  from  actual  meals   planned   for  a 
single  l^amily  toward  an  annual   quantity  budget. 
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Preparation  ox  Railvaay  Employes'    Department  Budget. 

Analysis   oi   the   monthly  expenditure   blanks,    al- 
ready described,    had'    established  certain  general 
ideas  as  to  the   kinds  of  food   preferred  by  oiir  member- 
ship,     ilthough  in  general   the   cheaper  cuts  appear  in 
these   expense  accounts,    there   are   numerous  instances 
in  which  necessary  quantity  is   sacrificed   in  order  to 
procure  the   more   desirable    cuts.      These   budgets    served 
in  some    sort   as  a   guide  to   the   tastes  of   these    families. 
The    problem  was  to   plan  menus    for   a   pay  roil   period 
vJhich  yjould    foixow  these   general  lines,    and   which  would 
also  make  possible    purchase    of   occasional  good  cuts 
without    any  sacrifice    of  quantity. 

Our  method    of  procedure  was  to   prepare    such  a 
menu  for  the    wage    earner   of   the    family  and   then  to 
extend   it   to   include   the    other  members  of  a   normal   fam- 
ily. 

In  the    first   place   it   was  necessary  to  determine 
certain  standards  as  to   q^tantity.      I'ood   budgets  planned 
for   men  doing  moderate   work  are   generally  based   on  about 
2500   calories.      The  number    of  calories  necessary  jumps 
very  rapidly  as  work  becomes  heavier.      Graham  Lusk  in 
his   book  called  "?ood   in  War   Time"   gives  the    following 
requirements   for  a  man  doing  heavy  muscular  work  during 

the    day:- 

•     Calories 
Sleeping  8  hours  at    70  calories  per  hour  ^  560 

* 

Awake  16  hours  at  77  calories  per  hovr        ■         1232 
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Calories 
Add   for  heavy  work  8  hours  at   378   calories; 


per  hour 
Total  calories  per  day 


5024 
"4^X6"' 


'*lir-   lusk   further   states  that  this  would   not   in- 
clude  the   energy  expended   in  walking  to  and    from  work. 
Mr.   E.    Seehohm  Rowntree,    the   well   known  British 
Manufacturer,    in  his  book  oin   "The    human  needs   of  Labor,"  ^ 
says   that  men  doing  exceptionally  hard  work  and   exposed 
to    severe   weather   require   up  t o   6400  calories   of   fuel 
energy  daily- 

The   general   run  of  car  and  locomotive   repair 
work  must  'be   classed    somewhere   between  moderate   and 
heavy.      There   is  a   considerable    amount    of  exposure 
connected  with   it.      We  adopted  4140   calories  as  the 
minimum  dail|r  consumption  necessary  to  keep   up  the 
health  and   efficiency   of  railroad  mechanics.      Experts 
allow   for   a   waste    of  about    10^  in  cooking  and   digestion. 
Our   budget   was  therefore,    based   on  the  purchase   of  4600 
calories  of   food  per  day  for    the  wage   earner   of  the 
family,    and  the    following  menu  for  a  pay  roll   period 
was  planned   on  that  basis.      The   meals  are   carefully 
arranged   to  give   in  proper   proportions  the   various  es- 
sential classes  of   food. 


(   *   Dr.    lusk  is  professor  of     Physiology 
at   Cornell  University  Medical  College.] 


ICBKU   PREPARED  POP.   RaIBROaD  SHOP  IvISCHAlIIC 


MONDAY   -   Breakfast 


2   shredded  wheat   biscuits  v;ith  milk  and 
sagar,    2  pieces   of   sausage,    2   slices   of   french 
toast  with  butter   and   jam,    2   cups   of  coffee. 


Lunch 


2  roast  beef  sandwiches  and  a  cheese  sandv/ich, 
2  doughnuts,  2  apples  and  2  cups  of  coffee. 


Dinner 


2  pork  chops,  3  small  potatoes,  a  dish  each  of 
crooked  cabbage  and  beets,  2  slices  of  bread  and 
butter,  a  big  dish  of  rice  puddingAWith  sugar 
and  .ailk  and  a  cup  of  coffee. 


TUESDAY  -  Breakfast 


2  pieces  of  sausage  and  six  pancakes  v/ith  butter 
and  Syrup,  2  cups  of  c of fed. 


Lunch 


A  bologne,  a  cheese  and  a  jam  sandwich,  2 
doughnuts,  2  apples  and  2  cups  of  coffee. 


Dinner 


Stew  made  of  2  pieces  of  meat,  carrots,  onions, 
cabbage  and  potatoes,  8  stalks  of  celery,  a 
dish  of  cooked  tomatoes,  -J:  of  a  pumpkin  pie 
and  a  cup  of  coffee. 


WEDNESDAY -Breakfast 

i  banana  with  milk  and  sugar,  roast  beef  hash 
with  with  a  fried  egg,  3  pieces  of  toast  with 
butter  and  2  cups  of  coffee. 

LunQh 

2  ham  sandwiches,  a  peanut  butter  sandwich, 
cucumber  pickles,  -|-  lb  of  grapes,  a  piece  of 
chocolate  cake  and  a  cup  of  coffee. 

Dinner 

3;  lamb  chops  (2/3  lb)  2  small.  pots,toes  creamed, 
a  dish  of  peas,  a  dish  of  cax-rots,  S  slices  of 
bread  and  butter,  a  dish  of  rice  pudding  with 
raisins,  sugar  and  milk,  a  cup  of  coffee. 


iim\j  PRSPiffisj  FOE,  Railroad  shop  IvCchauic 


THURSDAY  -  Breakfast 


Big  dish  of  corn  flakes  with  sugar  and  milk, 
'd   soft  boiled  eggs,  2  browned  potatoes. 
3  slices  of  toast  with  batter  and  2   caps 
of  coffee. 
Lanch 

2  sausage  sandwiches  and  a  cheese  sandwich. 
an  apple,  a  banana,  2  doughnuts  and  2  cups 
of  coffee. 

iiDinner 

1/2  lb  hamburger  steak,  3  potatoes  creamed, 
dish  of  battered  beets,  8  stalks  of  celery, 

3  slices  of  bread  and  butter,  l/4  pumpkin 
pie  and  a  cup  of  coffee. 


FRIDAY  -   Br  eakf ast 

Big  dish  of  rice  with  milk  and  sugar, 

2  scrambled  eggs,  4  baking  powder  biscuits 

with  butter  and  honey,  2  cups  of  coffee. 

Lunch 

1  cheese  sandwich,  2  sardine  sandv/iches, 

2  apples  and  a  piece  of  cake. 

Dinner 

1/2   lb  fried  salmon,  3  small  potatoes 
mashed,  4  onions  creamed,  lettuce  and  celery 
salad,  a  slice  of  bread  and  butter,  1/4 
apple  pie  1  cup  of  coffee. 


Saturday-   Breakfast 


1  dish  of  prunes,  2  fried  eggs  v/ith  four 
slices  of  bacon,  2  browned  potatoes,  2  pieces 
of  toast  and  butter,  c   cups  of  coffee. 


Lunch 


1  minced  ham,  1  cheese  and  1  peanut  butter 
sandv;ieh,  cucumber  pickles,  1  orange.  1/4 
mince  pie.  2  cups  of  coffee. 


Dinner 

3/4  lbs  beef  steak,  3  potatoes  mashed,  1  dish 
of  carrots,  1  dish  of  string  beans,  3  ©lices 
of  bread  and  butter,  2  baked  apples  with  sugar 
.  and  milk,  i  cup  of  coffee. 


46 
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SUNDAY  - 


1  dish  of  apple  sauce,  ^  lb  fried  ham  and 
egg,  4  baking  powder  biscuits  with  batter 
and  honey,.  2  caps  of  coffee* 


an 


MONDAY   - 


.1  lb  roast  chicken,  d   sweet  .potatoes,  1/3  cap 
peas,  lettuce  and  tomato  salad,  2  slices  of 
bread  and  butter,  a  dish  of  canned  peaches 
and  a  cup  of  coffee. , 

Supper 

I/T'lb  caiined  salmon,   fried  potatoes   and  2.  slices 
of  bread  and  batter,    a  dish  of   apple  sauce, 
a  piece   of   cake,    and   a  cup   of  coffee. 

Breakfast 

Big  dish  of  grape  nuts  with  miDik  and  sugar, 
Z   poached  eggs,  3  pieces  of  toast  and  butter, 
Q,   dish  of  prunes  and  2  cups  of  coffee. 

Lunch 

2  cheese  sandv/icnes  and  a  salmon  sandwich, 

1.4:  lb  grapes,  1/4  mine  pie  and  2  cups  of  coffee. 


Dinner 

3  tiiin  slices  of  canned  beef  3  suall  potatoes 
'^    small  dishes  of  cabbage,  lettuce  and  onion 
salad,  3  slices  bread  and-  butter  a  cup  of  castard 
a  piece  of  sponge  cake  and  a  cup  of  coffee. 


TUESDAY  -Breakfast 

Big  dish  of  corn  flakes  with  milk  and  sugar 
2  aggs  and  4  slices  of  bacon,  3  corn  meal 
muffins  with  butter  and  4  tablespoons  of 
marmalade.  3  cups  of  coffee. 


Lunch 


2  sausage  sandwiches 
cucumber  picklesj^i  an 
2  cups  of  coffee. 


and  a  cheese  sandwich, 
orange  3  doughnuts  and 


Dinnet 

1/4  lb  of  liver  and  bacon  1/4 


lb,  4  fried  onions 
3'  small  potatoes,  dish  of  cauliflower,  2  slices, 
of  bread  and  butter,  a  dish  of,  bread  padding 

sugar  and  milk  and  a  cup  of  coffee 


wit a  raisins, 


L'lriFj  pr::?arzd  for  RjiilroaJ)  shop  mechanic 

V/LJKL'SDAY  -   Breakfast 

Big  dish  Petti  John's  breakfast  food  with 
milk  and  sugar,  2  poached  eggs,  3  slices 
of  toast  v;ith  batter,  a  dish  of  apricots 
and  2   caps   of  coffee. 

Lanch 

Six  slices  of  bread  and  batter  v/ith  4  oz 
can  sardines,  cacumber  pickles,  an  apple, 
a  banana,  a  piece  of  cocoanat  cake  and 

2  cajis   of  coffee. 

Sinner 

3  thin  slices  (2/5  lb)  of  lamb  or  veal, 

3  small  potatoes  v/ith  gravy,  1  dish  battered 
beets,  1  dish  peas,  3  slices  of  bread  and 
batter  ..  1/4  lemon  pie  and  a  cap  of  coffee. 


OUTTTJ 


'HURSDaY   -      Breakfast 


2   fried   eggs  v/ith  4   thin  slices    of  bacon, 

4   baking  ppov/der   feiscaits  with   batter,    2   caps 

of   coffee. 

Lanch 

2  roast   lamb   sandwiches,    a   jam  sandv/ich, 

3  doagnnats,  an  orange,  a  banana  and  2  caps 
of  coffee. 

Dinner 

2  thin  slices  of  pot  roast  (l/2  5h)3  small 
potatoes,  a  dish  of  creamed  onions  lettuce 
^nd  celery  salad,  2  slices  of  bread  and 
batter,  2  baked  apples  v/ith  sugar  and  milk 
and.  a.  ciap  of  coffee. 


FRIDAY  -    Breakfast 


Dibh  of  rolled  oats  v/ith  milk  and  sugar, 
c  scrambled  epffs,  2  slices  of  toast  v/ith 
butter,  2  doughnuts,  and  2  cups  of  coffee. 

Lunch  -  ^- 

'2   pork  chopssandwiches,.  a  chesse  sandv/ich, 
1/4  apple  pie,  an  orange  and  2  cups  of 
coffee. 

Dinner 

1  piece  of  beef  steak  (I"x5"x3|-"  -|lb)  , 
3  small  potatoes  mashed,  a  dish  of  peas, 
a  dish  of  carrots,  2  slices  of  bread  and 
batter,  1/4  of  lemon  pie  and  a  cup  of  coffee 
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Saturday  -      Breakfast 

6corn  meal  pancakes  v;ith  butter   and   syrup, 
<:3   soft   boiled    eggs,    and   'c  caps   of   coffee. 

Lunch 

ii  sardine  sandwiches  and  a  jam  sandwich, 
pickles,  an  orange,  1/4   raisin  pie,  2  cups 
of  coffee. 

Dinner 

1/2  lb  Salmon,  2  sweet  potatoes,  4  creamed 
onions,  lettuce  and  cucumber  salad,  2  slices 
of  bread  and  butter,  2  baked  ap'ples  with  sugar 
and  milk  and  a  cup  of  coffee.. 


SUNDAY  -    Breakfast 

Big  dishncream  of  v/heat  with  milk  and  sugar, 

2  eggs,  and  1/4  lb  fried  ham,  2  slices  toast 
with  butter  and  2  cups  of  coffee. 

Dinner 

3  slices  toast  beef  (  4|-"x4")  |  lb,  3  small 
potatoes,  a  big  dish  of  turnips,  lettaae  and 
celery  salad,  3  slices  of  bread  and  butter 
1/4  apple  pie  and  a  cup  of  coffee. 

Supper 

2  thin  slices  roast  beef,  3  ©pieces  of  bread 
and  butter,  1  dish  of  canned  peaches,  a  piece 
pf  layer  cake  ( 3|-"xlf  "xl^" )  and  a  glass  of  milk. 

MONDAY  -    Breakfast 

Big  dish  of  apple  sauce,  omelet  v/ith  2  eggs 
and  1/6  lb  of  chopppd  ham,  2  slices  of  creamed 
toaSt  with  butter,  2  caps  of  coffee. 

Lunch 

A  cheese,  a  bologne  and  a  peanut  butter  sandwich 

pickles,  a  piece  of  chocolate  cake  (size  as  abovef 

2  apples  and  2  cups  of  coffee. 


Dinner. 

Big  dish  of  baked  beans,  salt  pork  and  ketchup 
8  stalks  of  celery,  a  dish  of  souash,  2  slices' 
of  bread  and  butter,  a  dish  of  apple'sauce 
2  cup  cakes  and  a  cup  of  coffee. 


J 
-      J 


This   budget   dees  not    entirely  avoid  the  better 
cuts  of  meat.      And   yet   it    is  not  an  extravagent    set    of 
maals.      The   cheaper   cuts  are   used  and   beef   steak  appears 
only  once    in  the   period.      It    is  planned  that   the   lunches 
shall   be    put   up  at  home.      To  many  they  will,  appear  rather 
unusual,    but    not    to  the   man  familiar  with  railroad    shops. 

The    entire   family  budget   is   foiinded   on  the 
quantities   shown  here   for    the   man.      The   rest    of  the    fam- 
ily was  provided   for   in  the    following   percentages  of 
3500   calories,    (a)    wife   90^, (b)    12   year  boy,    90^,    (c) 
6   year  old   girl,    40^,    (d)    2  year   old   boy,    15^.    In 
extending  the   meals  to  the    rest    of  the    family  on  this 
basis   certain  adjustments  were  made.      Lunches  were 
planned  as   entirely  different,    consisting   of   soups, 
croquettes,    etc.,      The    children  woxold  have  more  milk 
and  cocoa   in  place    of  coffee. 

If  you  will  turn  to  --^SE    appendix. fcalied  "Gost 
of  family  Budget   at  Present    Prices"   you  will   find  the 
annual  quantities  necessary  to   fill  this  budget.      Here 
I  will  merely   summarize   them.      The    quantities  are   for 
a   family  consisting   of  man,    wife,    boy   of  12,    girl  of 
6,    and   boy  of  2   years.      Professor     Jaffa's  minimum 
quantities  are  arranged  beside   our   own  for  comparison. 


A-nnuai  Quq^ntitynecesgary  :oer   gamilyo 


Railway  Empioy- 
raen-c   Budget^ 


Jaffa 
Budget. 


?   1921 


247 

343 

27 


Meat,    pish.    Milk,    Eggs  &  Beans    :  3193    lbs.         :    2524   lbs 

Plovtr,    Cereals,'  Macaroni,   Rice    ;  1594      "  :    1^48 

Potatoes,   Vegetable  s,  Pruits,  etc  :  2292 

Butter,    Oils  &   pats  :  263 

Sugar  :  350 

Coffee,    Tea,    etc.,  :  34 

In  connection  with  the    considerable    difference 

between   our    quantities  and   those    set   forth  by  Professor 
Jaffa,    the    following    statement   which  accompanied  his 
budget   is  interesting?    "It   cannot    be    sufficiently  em- 
phasized that  while    this   type    of  diet  has  been   selected 
as  a  working  basiB,    it    is   not   therefore   to   be   considered 
a    sufficient   or    an  approved   diet.      Only  a   certain  pro- 
portion of  people  can  maintain  health  on  a  minimum  which 
provides  only  that   amount    of  energy  which  the    body  act- 
ually puts  forth   in  the   process   of  living  and   works. 
It  provides  no   safety  factor,    and  allows   for   no    individ- 
ual  differences.      Ko   person  should   be   held  down  to  a 
minimum  when  the   appetite  and   apparent    bodily  needs 
seem  to  call    for  more,      A  minimum  represses  the    line 
below    which   it    is  dangerous   to  go.      All   tne    food  which 
this  diet  calls  for    is  necessary,    but   not   necessarily 
all   that   is  required." 
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If,   at   first  glanoe,    the    quantity  of  meat,    fish, 
milk,    eto.,    seems  pretty  large   it   should  be    remembered 
that   2  quarts  of  milk  are  hardly  adequate    for  a    family 
with  3  growing  children  and    that   2  quarts  of  milk  a   day 
alone  means  1605  pounds  per  year. 

We   have  not   developed   our    own  budget  oovering 
the    other   items  which  enter  into  the    annual  expendit- 
ure   of  a   family-      In  the  appendix  already  referred   to 
you  will  find  the    clothing,    furniture,    household   supply 
and   other   quantities  considered  by  the   U.    S.   Department 
of  Labor   as  necessary  for  the   maintenance    of  a    family 
in  health  and   comfort.      Frankly  we    do   not    find  the   cloth- 
ing  budget   adequate.      \Ne   feel   that  a   country  with   su3h 
natural  resources  and    such  productive   power  as  we   have 
should  afford  all   her  workers  more   than  a   shabby  exist- 
ence.     The    furniture   items  are  also   incomplete,    notice- 
ably lacking  a  range    or  cooking   stove.     But   for  the 
time   being  we   offer   these   figures  as  the   basis   for   your 
consideration  of  real  wages. 

Now,    Mr.    Chairman,    the   Board  is  about   to  pass 
upon  the   wages  to   be   paid   to    railroad   shop  men.      \/Ve  ask 
that  you  pass  upon  real  wages.      Wages  are   not   dollars 
and  cents,    they  are  goods  and  services  which  nourish 
and   subserve   the    lif e 'of  the   Nation,      A.  reduction  in 
wages  does  not  m.ean  a   reduction  in  dollars  and    cents, 
it   means  a  reduction  in  pounds  of  noiirishment ,    it   gieans 
a  reduction  in  the   adequacy  and  decency  of  clothing  and 
housing,    it   means  a  reduction  in  self  respect. 


?or   this   reason  we  ask  the   Board   to   pass   upon 
ovr  requests  and   those   of  management    in  terms   of  commod- 
ities.     Let   us  knovu  just  what   commodities  we  are   entitled 
to,    and  it  will  be   an  easy  matter   to   apply  current    prices 
to  them  and    so  to  determine  the    necessary  wage   level. 

The    budget   in  the  appendix  is   offered  as  a  be- 
ginning.     If  the    Board  feels  that  we    are  asking  too 
large    a   share   of  the    productivity  of  the  country,    then 
it    can  cut    out   a   certain  proportion  of  the    commodities 
listed.      If,    on  the    other   hand,    the   Board  cannot   con- 
ceive   of  a   family's  maintaining  a   satisfactory  exist- 
ence with  so    small  an  allowance    of   the    country's  prod- 
ucts,   additions  can  be   made.      In   short,    the   Board  can 
and    should   talk  real  wages  instead   of  the    oretical  wage 
rates   such  as  are    featured  by  the   representatives  of 
management. 

Amount  of  Money  Ueoessajy  at  Cuccent  Pjices: 

Foil:,    oujj  oiJiin  information  we  have  gathered  price 
data  from  444  cities  and  toTvns  scattered  through  the 
United  States.     These  are  all  tovsns   in  which  railroad 
shop  mechanics  are  living.     Prices  wiere  secured  for 
praoticalllr  all   the   items   of  the  family  budget.      The 
group     of  expenses   classified  under  miscellaneous  ^ere 
hovtever,    so  varied  that     "l'  „•«   it  proved  impossible  to 
obtain  enough  inforoation  as  to  costs  to  make  possible 


aoca^ate  appraisal   of  this  figure.     We  have,    therefore, 
arbitrarily  fixed,  the  follo\Ung  amounts     as  coming  \\ithin 
that  group  for   all  communities: 

Laundry  Vf or  k  |100«00 

Maintenance  of  Health  80,00 
Insurance   (life   or   property ]  158. 50 

Carfare  15 •OO 

Amusements  &  Recreation  20.00 

UeTvspapers  13.00 

OrganizatioHB  and  Church  50,00 

Incidentals  including 

Tobaoco,   Postage,   tele- 
phone,   etc.  56^50 

Total  475,00 

Many  of  these  estimates  are  belov?   vshat   they  should 
be.      Since  preparing   the  J   tables  we  have  S'ecured   informa- 
tion which  proves  that  $80,00  will  nbt   cover  necessary 
services    of  doctor's,    dentists,    oculists,    etc.      This 
figure   should  be  nearer   $120,00.      If  a  man  rides   to  vsorli 
^15.00  will  not  cover   his    carfare. 

7/e  have  also  allowed  another   arbitrary  sum  of 
|81.50   in  all   budgets  to   enable   each  family  to   secure 
books,   magazines,    and  some  musical   training  for    the 
children. 

With  the   exceptions   above  noted  the   information 
is  very  comprehensive  as  will  be   seen  by  reference  to  the 
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nunbet    of    items  for   v.hich  vne  have  prices.     Rent,    fuel 
and  light   are   inoladed. 

In  the  ptepacatlon  of   this  material  fo£   presenta- 
tion vve  have  divided  the    country   into  tv^elve  divisions 
sad  I   an  appending  to  this   argument   tables  shov. ing   the 
averag-e   cost  of   each   commodity    in  each  of  these  divisions. 
I   am  fe^^si   faj:nLshing     the  Board  and  the  rep-resentat  Ives 
of  management  with  a   copy   of   the  pjcice  data  collected  for 
each  single  locality.      These  prices  are  in  the  majojjity 
of    instances  those  prevailing   in  Uovember    and  December, 
1921,      The   canvas    could  not  be   repeated  in  a  later   month. 
However,    as   the  period  of  decline   in  prices;  seems  to  have 
been  arrested,    these  prices  v,ill  give  a  fairly  accurate 
idea  of   'che   cost   of  living   in  these   tovi<ns  and  cities. 

We  have  applied  these  prices   to   our    g^uantity 
budget.      The   results   are   shoTtn  by  divisions    in  the 
follOFving  table:- 
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It  T»ill  be  noted  that   the  very  noderate   standajjd 
of  living   suggested   in  the  budget  uill  require  annual 
earnifigs  of  fson  $2500   to   §2800,    the   average  for   the 
entire   country  being  $2636,97. 

Some  people  v.ill  undoubtedly  want   to   interject 
sons   oorxient   upon  the  absurdity  of  a  nere  TOorfeer 
expecting  an   income   of  this   sise.     If  they  are  honest 
they  vvill  recognize  that   they  are  remarking  on  the 
absurdity   of   the  v»ork:ers   of  the   country  receiving  as 
nuch  goods   as   are  enumerated  in  the  budget •      The  mere 
dollars  and  cents  mean  nothing,    it   is  v»hat  they  pur- 
chase that    counts.      If   such  people  are  really  honest 
they  \^L11   then  proceed  to  enumerate  the   articles   or 
quantities  which  it    is   absurd  that  a  vjorfeex's  family 
should  have   and  Tr»ill  further   state   clearly  what,    in 
their    opinion,    a  F^orker    may  expect  as   the  minimum 
allovianoe  of  good  things   in  return  for   his   service 
to   society. 

The  same  budget,   with  Department  of  labor   Food 
quantities  substituted  would   cost   on  the   average 
$2303 » 9L' ,    or   about   ^}300  less   than  that  already  des- 
cribed.     Thi     cost   of  this   budget   is   shown  by  divisions 
in  the  following   table:- 


COST    07  PEPiiRTMEHT   OF   UJiGR  EUESSTo 
BASED  *    CURBEKT  PRICES. 
NOVEMBER  -   DEGEaiiBEH,    1921. 


r 


i)IVISIC>g  OF   COJUTRY. 

"'  New  England 
Middle  Atlantic 
East  North  Central 
East  Central 
West  North  Central 
I'est  Central 
Eoutti  Atlantic 
Central  Atlantic 
East  South  Central 
west  South  Central 
fountain 
pacific 

V/eighted  Average 


TOTAL  CQST. 

f>2,402.£4 
2,242,50 
£,S15:ai 
2,287.SS 
2,2S4.06 
E,£82.54 
2,291.75 
2,297.87 
2,161.28 

2,272.12 
2,419.00 
2,207.24 

$2,203.96 
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Sach  a   cornpcoliensive  suivoy  r^afces  possible  two 
interesting   oompaEisons.     Wq   can  compare  the    cost    of 
living   in  one   section  of  the    country  '^ith  the   cost   of 
the   sano  standard  in  an^  other    soction.      And     v^e   can 
corapare  the    cost    of  living   in  snail  conmunities  x^Lth 
that    In  the  larger    centers  of  population. 

Glancing  at  the   table  you  F»ill  note  that  eight 
oat   of  the  tv.elve  divisions  vary  from  >jp2700  by 
only  about  2%  in  the   case   of  our    ovsn  budget.      In  the 
case   of   the  Departnent   of  Labor   Budget  this  variation 
sinks  to   considerably  less   than  Zfo.      In  the   case   of 
either    budget  the  variation  from  the  v«eighted  average 
in  ten  out   of   the   tv»elve   divisions  amounts  to   only 
g.ppro:riinately  4$,        In  general  the   remaining  divisions 
Tihe^e    bhe   cost   of   living  appears   to  be  noticeably  higher 
than  in   other    parts   of  the   country  are  those  T.here  the 
severity   of    climate  necessitates   the    use  of   considerably 
more  fuel  than  in  the  milder   parts.     The  tvuo  highest 
costs   shovvn  are  for   Nevv   England  and  for    thre  Mountain 
Division.      On  the   other  hand  the   lov.est   cost  divisions 
are  such  ones   as   the  East  south  Central  along  the  Gulf . 
and  the  Pacific  group  vihers  an  equable   climate   exists. 

Cost   of  Budget   In  JEovans   of  Various   Size : 

In  order   to   study  the    celativs   cost   of  the  Budget 
in  large  tovvns   and  small  towns  v.e  pickred  at   random  from 
the   list   64  toT,^ns  v.ith  population  of  less   than  5000,    43 
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cities  T/'ith  population  ranging  fi^orn  50„000   to   150,000 
and  13   cities  Tvith  population  over   400  .OCOo      These  toinns 
T^ere   taken  from  aveJJy  division  except,    of    cooEse,!  \.h.e£e 
certain  divisions  had  none  of  the   lacgex    cities* 

In  the  Eevv  England  Division    it   appears   that  the 
cost   of  living   in  three   small  torms,   Hou^.ton,  Maine, 
Millinocket,  MainB,    and  Van  Boren,  Maine,    averages 
aboali';   .;340,00  per  year   more  than  the   cost   of  a  similac 
living   in  Boston,    the   largest    city,    bat  that   it   averages 
about   $62  per   year   less   than  the   cost  of  a  similar   li-cring 
in  such  tov-»ns   as  Portland,  Maine,  Worcester,   Mass.  ,Bifidge- 
port,  Hartford,    and  Waterbury,    Conn,   all  t0T«ns  v^ith  pop- 
ulation betT?iieen  50,000  and  150,000.      Altogether   the  var- 
iation is   surprisingly  small. 

In  the  Middle  Atlantic  States   the   lor.estaverage 
cost   of  living  vDas  found  in  the  medium  sized  cities, 
the  average  for    Troy,   N.Y, ,   Elizabeth,   N,J,    and  Erie. 
Allentown,   Bethlehem  and  Scranton,    Pa.,   being  |271G,47. 
The  vexy  small   communities,    including  t^ouses  Point,   U.Y, 
Crafflif ord,   K.J.    and  Albion,    Smithfield  and  Verona,   Pa. 
came  next  vnith  a  cost   of   the  same  standard  some   '|43 
higher    ($2759,83).     While   the   cost    of  living  proved  to 
be  highest   in  the   larger    cities,    including  Wevi'    York, 
Buffalo.   Philadelphia  and  Pittsburg  vihere   it   averaged 
^32851. 50.      In  other  ^liords  the   order   here   is   exactly   the 
reverse   of  that   in  M'evi  England. 
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In  the   Central  Atlantic  States  the  lowest   aver&:,ge 
cost   of  living     appoared  to  be   in  the  nediim  sized  cities. 
Wilmington,    Bel.   and  Huntington  and  Wheeling,   W.   Ya.   shoT*- 
ing  an  average   of     ^p2601.12    in  contrast  v«ith  |B7E0.48  fojj 
the  snallest  to^iins  inoluding  Bronsniok;,   Md.  Hint  on,  Mont- 
gonexy,   Kiaball,  McMeohen  and  BovaLesbopg,   Vif.   Va. ,  Baltinoro 
the   only  large   city  shovved  a   cost  of  §2827.51. 

In  the  East   Central  Division  there  appears   to  be 
a  slightly  greater    differ enbe.      The  tov^ns   imdor   5000  shovj 
an  average   cost  for   the  budget   of   $2531.37.      These  tov.ns 
include  Montpelier,    Piedmont   and  Willard,   Ohio,   Bed  Key, 
Indiana,    and  Tipton,   Forrest   and  Kolze,   Illinois.      At   the 
other   extreme   are     Chicago,    Cleveland  and  Cincinnati,   rdth 
an  average   cost  for   the   same   standard  of   ^)2786.80.      The 
medium  sized  cities,    Dayton,   Ohio,   Evanaville,   South  Bend 
and  Terre  Haute,   Indiana,    and  Springfield,   Illinois   come 
in  betVkeen  vath  a  cost      of   |2741,89,      The  fact   that 
Indianapolis,    v,hich  really  ranks  r.ith  the   large   cities, 
reported   costs   someiriiat  belOT?   the  average  for   the   smaller 
touns   shows,    ho". ever,   how    incorrect   it    is  to  assume   any 
standard  relationship  betueen  large  and  small   communities. 

Without  going  farther,    it   is  fair    to    conclude  that 
the    cost    of  living  as  betvsieen  small  and  large   centers    of 
population     i^ill  sometimes  be   lov^er    and  sometimes  higher, 
just   as    it  uill  be  In  the   case  of  communities   of  the   sane 


relative  size.      In  some  parts   of  th^^    coantry  the   small 
tovjns   seem  to  have  the   better    of  it.      In  other   regiojas 
the   larger      to\ins   appear   to   shov;    loner    ccsts.      Tables 
shoviing  in  full  for   all   divisions   of  the   country  the 
facts   discussed  here  Biil  be  found   in  .^S- appendisj   TH-o  JXL 
called  "The    cost    of  a  budget  according  to   Current 
prices".      Considering  th©   country  as   a  vvhols   the 
average   level   of  living   costs   in  comraunities   of  the 
three    sizes   chosen  for    comparison  viias  found  to  be   as 
follows: 

Cities    over   400,000  $£773.51 

Cities  50,000  -  150,000        27E4.87 

TOTBiiis   under    5,000  2G77-93. 

This   shous  that   differences   in  cost    of  living 
based °-   relative   size    of   coinnunity   are   so   small  as   to 
be  negligible.      The  variation  from  the  average    in  the 
above   table   amounts   to   less   thaa-zi  I-3/45S. 

Present   Earnings    of  Shop  Crafts  Judged. by  this   Standard: 

The-   inai-equaoy  of  the  vvage  rates  now   being-  paid 
to  employees   in  railroad  shops   is   strifeingly  apparent 
if  Be   compare   them  viith  the   amount    just   sho-nn  to  be 
necessj.ry   to   secure  the  necessities   and  a  fer*    of  the 
good  things   of  life.     Here  vve  have  been  pricing  a  budget 
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i^Dhioh  providas  no  nore  than  a  sane  sapply  of  food  and 
only  the  barost  minincm   in   other   rospeotvS,    only  to  find 
that  saoh  a  budget  at    oujirent   prioes  vvill  necjssitate 
average   earnings   approximately  40^  in  excess   of  the 
presant   earnings   of  mochanios  v.hen  they  v.ork  full  tine 
for   the  entire  year*      The   accompanying  chart   shov»s 
graphically   tha   contrast  betaeen^iull  tine  earnings 
of  a  railroad  mechanic  and  the    cost   of  tuo  nininun 
budgets  at  present    day  prices. 


Bailroad  Mechanics'   Earnings  for  Jail 

Year   Compared  u-ith  Cost   of  Uooeesary  Supplies 


At  Present   Price 

Actual  Earnings   2448  hours  is.  77$/  ■■)1884.9G 

Average   Cost    of  U.S.  Labor   Dupt.  Budget         £303»96 

Average   Cost    of  Hailuay  Employes   Bept-* 

Budget  263G.97 

This  means  that  railroad  mechanics  must  get   along 
Vkith  approximately  7/lO   of  the   supplies   and  services 
enomerafed  in  that  budget   if  present   «age  rates   are  not 
modified.     ".le  ask  the   members   of  the  Board  or   the  He- 
present  atives   of  Management  to   designate  the    items    in 
this   budget  '..hich  railroad  nieohanics  should  be  forced 
to  go   without  in  order   to  reduce   it  by  the  required 
amount. 


COMPARISON  OF  STANDARO  ANNUAL  BUDGET  EXPENDITURES 
WITH  EXISTING  AND  VARIOUS  PROPOSED  FULL  TIME 
ANNUAL  EARKimCS  OF  SHOP  CRAFT  EWPLOYEES 
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Wagos  Lo\-,ei:   Than  Those   a.t  P-cesent  Paid  in  Railroad.  Shops: 

The  railroads  are  proposing  that   railroad  mechan- 
ics  aooept    rates  Vthioh  ©33  tbe basis   of  fall  time   earnings 
uill  Permit  than  to  purchase  from  onder    a  half  to  about 
5/8   of  the  budget    under    discussion.      The   chart  follo-v-i- 
ing  this  page  shov.s  hon   prepostsvoas   is  the  proposition. 

proposed  Rates   Compared  i^iith  Cost   of  Budget : 

Per  Year 
Railroad  proposal  C7w<^  Rate  .^1651.40 

Railroad  proposal  50^     Rate  1224.00 

Cost    of  Railv.ay  Employes  Dept  Budget  2636,97 

Cost   of  U.S.  Labor    Dept.   Budget  2303. 9G 

RailViay  Zmployes   Uept*  Proposal 

for  MoGhanios  9O5/  2203.20 

The  £7|   cent   rate  proposed  by  the  railroads 

means  full  time   yearly  earnings   |1000  short   of  the 

amount  necessary  to  purchase   the   goods  \nhich  tie  have 

suggested  as  necessary  to  the  "«ell  being   of  a  family. 

\Ye  reserve   the  right   to  form   our    own   judgment    of  any 

body  vvhioh  says   that  families   living  in  America,     shall 

be   satisfied  r,  ith  |1000  less  goods  than  are  specified 

in  the   budget.      Such  rates  exist   only  because  several 

hundred  thousand  men  are  given  the   choice   of  accepting 

that   or   nothing.      Perhaps,    if  the   railroads  v. ere   asked 

to   talk  in  terms   of   commodities  they  r«ould  not  make   such 

propositions  lightly. 


And  yet  this   is   the   highest  rate  ^hich  the   rail- 
jjoads  propose  to  pay.     Mr.   Chairman,   I  ara  going  to  try 
to  picture   to  the   Board   jast  \iihat  some   of  the   lovner 
rates  proposed  by  the    railroads  will  mean  to  thousands 
of  families.      Then  I   think  you  «ill   understand  ho«  hard 
it   is  for  men  to    keep  from  getting  mad.      2ake' 50$/  per 
hour  rate.     Cutting  everything  else  to  the  bone  -  and 
that  means  seme   impossible  economies  -  v^q  found  that  T;De 
could  alloTii   about  |467.56  for   food.     A  v?or:an  viich   considera- 
ble acquaintance  vjith  problems  of  diet  i/jas  asked  to  pl©n 
a  set   of  meals  for   the  r^age  earner   on  the  basis   of  that 
amount  for   a  family  of  five.      They  started  out  as  folloiss: 
1st   day  -  Breakfast  -  Dish  of  o&tmeal  with  nilk  and  tiso 

spoons   of  sugar,   2  slices  of  toast  and  butter, 
1  cup  of  coffee. 

Lunch  -  1  Bologna  Sandwich,    1  bread  and  buttec 
sandTiiich,    and  an  apple. 

Dinner :   -  2  thin  slices   of  Pot  roast  (!-#),   3 
small  potatoes,   tviio  thin  slices  of  bread  and 
butter,   a  dish   of  carrots  -  no  desert. 
2nd  day:-  Breakfast  -  E   shredded  7/heat    biscuits  with  milk 
and  sugar,   1  soft  boileilegg,   1  piece   of  toast 
-vith  butter   and  tvio   cups   of  coffee. 
Lunch  -  1  Cheese  sandwich,   1  piece   of  cake  and 
an  apple. 

Dinner   -   Jorned  beef  (*■  lb)    potatoes   (1  lb) 
cabbage,    1  slice   of  bread  and  butter,   1  dish  of 
custard  and  a   cup   of  coffee. 


gJd  Day  -  Bgeabfast  -  Bo«l    of   Oatmeal  viiith  milk  and 
saga-r  ,    1  poaohed  egg,    1  Glioe   of   toast  nith 
batter    and  2    oaps   of   coffee. 
L anch :   -  1   Sac  dine    oandvUch,    1  doaghnat  and 
an  orange. 

Binner   -  Liver    and  baoon   (^  lb    of  each)   1  lb 
"ke  potatoes,    1  lb.    of   onipns,    1  slice   of  b-cead 
and  battel;,    l/b    of   an  apple  pie   and  li  cup   of 
coffee. 
At   this  point   she   thsevi   ap   the    job.      These   splendlc 
meals    ^-iere  foand  to  be   allovsing  a  hard  ;ti  or  king  man  an  aver- 
age of  2235   calories   per    day.      ;jad  at  that   they  vDere  ronning 
2.0fo  per    day   over    the  expenditare   vnhich  coold  be  allo'ived  him. 
Sach  pitiful  meals   as   those   sho-iin  above  were   catting  into 
the   allovi/ances   to   his   inife   and  children.     Glance   over    the 
meals   again  and  think   of  them   in  terms    of  a  man  mascalarly 
engaged  all  day  long.      If   yoa  i,iill  do  that  \^e  need  not   tal'i 
calories. 

U.ovi   let   as  tarn  to  the  proposed  rate   of  4-0  cents 
per   hoac.      This  is  what  I  asked  oar   mena  expert   to   do. 

A  rate   of    40  cents   per   hoac,   7»ith  not  an  hoar 
of   regular   ruorking  time  missed  daring   the  year,   means 
annual   earnings    of  ;,^979.20.      Think  of  that,    gentlemen. 
Does    it   appeal  to  you  as  having   any  relation  viihatsoever 
to   any  standard  of   living   that  humans  would   impose   upon 
one  another?      Or    does    it   mean  that   men  below    th©  mechanics 
rates   shall  be  denied  families?     If  a  helper    around  the 


railroad  shops  has  boen  so   lacking  in  forethought  as  to 
have   a  vsife  and   children,   h©  will  be  able  to   provide   them 
with   less  than  3/8   of  the   goods   incladed  in  this  budget. 
Now,    I   ask  yoa  to  look;  over   the   items   car ef ally,    and 
imagine  what  yoa  woald  think  of  any  institations  which 
said  that   yoar   family  mast   get  along  on  less   than  half   of 
the   goods*     Pick  out  the   items  which  yoa  v?ould  be  satis- 
fied to   dispense  with.     What   kind  of  a  life  woald  yoa  look 
forward  to?     Every  saoh  njan  cannot  become  a  railroad  pre- 
sident  despite  the  §aalifi oat ions    of  many  of  them* 

let   as  stady   this   standard  a  little  more   closely 
in  or  dec    to  find  how  raach  we  have   to  spend  for    food. 
The   amaaal  earnings  might  be  divided  somewhat  as  follows: 

Food  ^)383.20 

Clothing       180.00 

Rent  E40.00 

Heat  &  light  75.00 

House  furnish- 
ings 20.00 

Cleaning'  Supplies  40.00 

Miscellaneous  41,00 


Total  979.30 

It   is   quite   apparent   that  none   of  these     allotments 
would  cover    the   specified  items   on  any  basis   conducive  to 
health-      The  expenditure  for    clothing  would  allow   for    the 
purchase   of  about   3/8  of  the  annual   replacements   specified 
in  the  Department   of  Labor   Budget.     Look  at  that   and  figuj:< 


wihat    it  vTiill  msan.      Every   article   of    c3-0tbing  mast  ^ear 
from  tv«o  to  three  times  as  long  as   is  contemplated  in 
that  budget.      Three   sanraer    union  suits  must   lio  about 
three   years   service-      The  man's  suit   mast  wear    8  years, 
his   iH  Inter    overcoat  must  last     approximately  10  years. 
Or    imagine  the   twelve  year    old  boy   cutting   down  the 
wear    and  tear    on  his   shoes   and  clothes  by   over    one-half. 

Note  that  the   allowance  for   miscellaneous  ex- 
penditures,   includi-ng  maintenance  of  health,    insurance, 
carfare,    contributions   and  dues,    stationery,   recreation, 
postage,    etc.    amounts   to   about  one-half   of  the  miitimum 
allowance  for    health  expenditures  alone. 

what   can  w^  do  with  |383.20  for   food.     i?or    the 
wage  earner   we   can  do   about   as  follows :- 

1st  Day  -  Breakfast  -   Dish  of   Oatmeal  with  milk  and  two 

spoons   of   sugar,   1   slice  of   bread  without   butter, 
2    cups  of  coffee.    (336   calories) 
Lunch  -  1   cheese   sandwich,    an  apple  and  a^  snail 
cookie.  (EG5    calories) 

Dinner   -  Two  thin  slices   of  Pot   roast   (about   I  lb) 
3  small  potatoes,    2   slices  bread  and  butter,    and 
a   cup   of    coffee.    (855   calories) 

2nd  Day  -  Breakfast  -2   Shredded  wheat  biscuits  with  milk 
and  sugar,   2  small  pieces  of  sausage   (1/8  lb) 
1  piece  of  bread  with  a  cube  of   oleomargarine 


and  a  cap   of   coffee    (86G   calo-Cies) 
Lonch  -  1  meat   sandusich   (l/8  lb  meat),    a  dou-ghnat 
and  an  apple.      (G29   calories) 

DinneJ   -     l/2   lb    of  liver,    Ig-   lb.    potatoes,    l/2   lb- 
oSolced  cabbage,    1  piece   of  bread  sith  oleomargarine 
and  a  cap   of   coffee.      { 50<1-   calories) 
3rd  Day-Breakfast  -  1  soft  boiled  egg,    1  piece  of   toast 
withoat  spread,    2   cups   of coffee    (264   calories) 
Lunch:-   1  peanut  batter   and   1  bread     and  butter 
sanduic^,    i/g   of   an  apple  pie    (739   calories) 
Dinner   -  1  plate   of  baked  beans,    1  dish  of   squash, 
1  piece  of  bread  \;iiith   oleomargarine  and  a   cup   of 
doffee.    (502   calories.) 

Here  again  our   dietitian  stopped.     Uot   only  is 
it    impossible  to   give  a  man  enough  to  eat  on  this   amount, 
but  variety   is   out  of  the   question.      Three   days  menus 
are   as  good  as  Xi^onths.      Oatmeal,   potatoes   and  coffee 
are  his  most    satisfying     possibilities  -   the  first  becau:  e 
they   are   filling   and  nourishing,   the  last   because   it   sup- 
plies    a  stimulant    in  the  place  of  adequate  nourishment. 
If   you   recollect  my  discussion  of   the  expenditure  returns 
from  our  members,   the   coffee    item  ;i)as  al-ways   over    the 
requirements  by  a  v^ide  margin.     This    is    a  sign  of  under- 


supply  of  food.      Tiae  meals  wliicti   I  have    just  beeo   talking 
about  give  the  man  only  about  1550  calories  a  day.     But 
wtiat  can  you  do.     Ten  cents  a  meal  for  the  wage  earner, 
nine   cents   a  meal  for  tlie  mother  of  the   family  and  the 
12  yeat  old  boy,   about  4  cents   per  meal  for  the  6  year 
old  girl  and  perhaps  5  cents  for  the  entire  day  to  feed 
the  £  year  old.      It  will  be  easy  for  the  experts   of  the 
railroads   or  of  this  Board  to  suggest  to  such  employes 
wajs  innv»hieh  they  can  get  the  quantity,    quality  and  variety 
needed  by  a  healthy  appetite  on  ten   cents  per  meal. 

Men  do  Live   on  Such  Wages: 

But  men  do  live   on  such  vvages.     Families  have  con- 
tinued to  exist  at  such  low  standards.     That   ie  the  answer 
that   I  hear  from  the  railroads.     Yes,   men  do   continue   to 
exist  and  do  have  families  on  wages  which  disgrace  the 
coui3try  'fcbftt'ipaya  them.     The  steel  companies  announce  with 
satisfaction  ^that  they  have  done   their  part  in  deflation 
by  reducing  their  laborers  to  £5/  and  30^  per  hour. 
The   announcements  come  out  as   if  one  part  of    tte    corpora- 
tion battle   line  v-ere  communicating  with  another.        "The 
enemy   is  falling  back,    his  ranks  reported  breaking'.'. 
For  something  over  a  year  they  have   been  starving  men 
into  falling  back  to  a  starvation  ?>age-        it  afrems  to 
us  that  any  but  hardened  sinners  would  at  least  try  to 
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conoeal  the  faot  that   such   viiages  were  'being  paid,   fO£ 
they  are   a  terrible    jadgment    apon  the    "fitness"   of   those 
v?ho  control   our    Industrial  life. 

These  vvorteers    in  industry,    uho  receive   30^  per 
hour,    can   eacn  about   ^;?1300,   nearly  half   of     our   proposed 
budget,    by  working   12  hours  per    day  365  days  per   year. 
Tvuelve  hours  a  day  -   that     means   13  or    14  hours   counting 
going  to  and  from  vsork,    checking   in  and  out,    etc.     Pour- 
teen  hours      out   of   each  24,    365    days  nLthout^ause  for   a 
vsage  v'vhich  does  not   even  produce   a  bare  subsistence,    let 
alone   comfortsi      Can  such  workers   claim  to  Oviin  any  of 
their    own  time?      That    is   what     makes   men  say   "wage   slaves "- 

Statements  to  the  effect   that  m.en  do   live      on  such  wages 
amount   to  no  more   than  the  statement   that  millions   of 
Germans  and  Austr ians  lived  through  the   blockade.      Shey 
did.      Wo  question  about    it,    but  the   infant  death   rate 
Jumped  -   the   suicide  rate   jumped,    the  TuberculosisM^ose 
tremendously,    and  lastly    the      resistance  to  other    dis- 
eases  vTias   so  reduced  that    epidemics  were  developed  which 
swept   over    continents.        As   in  the   case   of  the  Black  Death 
in  Engls.nd,    these  Epidemics,    which  began  among  the   olasseb 
which  were  forced  to  accept  a  lov'    standard  of   l|jving,    endeu 
by   inroads    into  the  rich  and  well-to-do,        a  man  may   keep 
on  working.     His  family     may  still   figure    in  the  census 


bat   the  fact   remains   that    the  Federal   Ch-i-ldren's  Bajieaa 
reports   an   infant   death  rate  of  255.7  pej;    thousand  vsheJ^e 
the   income   of   the  father:    is  sp521   or    less   in   oontJiast     vnith 
an  infant   death  rate  of  80  pej:   thousand  where  the  f athen 's 
income    is   over    ^1200.     '^rith  living   costs  as  they  are   today 
these   tTvO  figures   .nould  be   at   least  Ibfo  higher.      Even   if 
it    Is   true  that   the    corporations   continue  to  get  the  ser- 
vice of  the   vvage   earner,    it    is  his   children,    boriS  and  un- 
born vvho  uill  pay  for    the  profits   of  the  corporations. 

As  a  matter  of  fact  it  is  scientifically  certain 
that  an  Industry  does  not  get  the  full  service  of  an  under- 
nourished employee.  I  wish  that  we  had  the  scientific 
background  to  deal  with  medical  experiments  made  in  this 
field.  Unfortunately  the  doctors  are  more  interested  at 
present  in  the  chemistry  of  the  body  under  various  stand- 
ards of  nourishment.  All  unite  in  the  fact  that  chronic 
undernourishment  has  disastrous  consequences,  but  fevi  of 
them  think  of   the  problem   in   industrial   terms. 

Dr«  M.   Rubner   of  Germany   in  writing     on  the  effects 
of   the  blockade  and  undeJinour  ishment  dn  the  German  people 
remaisks  that*'the  first  result    of   an   insufficient   diet    Is 
a  decrease    In  the  efficiency  of   laborers.      This    is    evidence^ 
by  the  fact  that  fatigue  comes   on  more   (lulckly  than  usual. 
jjoc  only   is  there   a  decrease    in  the  mas cular    eff id enc y  of 
laborers,    but   also    in  people  living   sedentary  lives;    the 
muscular   activities  which  are   concerned  iwith   the  normal 
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pceseJJvat  Ion  of  health  become   r  estr  ioted.  "      I  am  qaot  Lng 
fcom  an  article   In  the  Physiological  Effect  of  Underna- 
trition  by  Dj:  -   Grahara  Lask  of  CarNiell  University  in  the 
October,    1921  number    of  Physiological  HevieViS. 

I  •.", ish  there   coald  be   a.n   impartial   investiga- 
tion    of  this   one  fact   by  specialists   chosen  fox    the 
purpose,      I   think  that    it   -^jould  shov'v   conclusively  that 
the    industry  gets    just  as  many  calories   of   energy  as 
it   pays  for,    if   you  view  the     situation  over   lo^g.i>per  iods. 
I  think  that  an  industry  which     permits    its   employees   to 
secure  4000   calories   of  good  food  daily,   gats  a  proportional 
amount     of   energy  out   of   those   employees,    and  that   an   in- 
dustry i.i;hich  cuts   the   supply   of   calories     by  cutting  vvages, 
also  cuts   the  energy  vvhich  it   secures   in  exchange  for   that 
'.lage*      It    is      strange   that   industries   cannot   use  the  same 
sense   about    supplying  energy  to   their    employees   that  they 
use  about   supplying   coal     under   their   boilers. 

7/e   have,    horvever  ,   found  record  of   one   oj:   tvjo  ex- 
periments made  for    the  purpose   of  testing   the  production 
of  mebhanioal  viork:  during    undernutrition.      Dr  ,    Jansen  of 
the  University     of  Munich  made  a  test   on  healthy,    able 
bodied  students    to  find  out  the   effect   of  the   ration 
then  in   effect  on  account   of  the  blocsade.      The   case   is 
directly    in  point   because  the  ration,    GO   grains    of   protein 
and   1G28   calories,    then   in  effect,    is    about    identical  in 


w 
quantity  with  that   uhLch  an  employee   of  the  railroads  can 
today   seoure  On  40  cents  per   hoar. 

The  results   of   this   experiment  would   Lndioate  that 
the   railroads  are  contradLoting  themselves  vshen  they  talk 
of  the  necessity  of    increased  eff  IcLenoy  and  then  propose 
v«age  rates  nhioh  render   suff  Loient     faourishment    impossible. 
Dr.  Lusk   In  Introducing  the  experament   of  Jansen  says: 

"There    Is  no  doubt   that   the  v? ell-nourished    lndividue.1 
feels   a  zest  for    his  vvorfc,  v^hile  the   undernour  Ishsd  tr  l@s 
to  avoid  all  vtork. " 

I  have  asked  that  Dc .    lusfc's   refecenoe   to   the 
experiment    In  question,  which  you  vUll  find    in.  Physl-ol(igloal 
Reviev^,    October,   1921,  be  translated  into  language  which  a 
layman  can     understand.     Here   is   the  result:- 

About  27  men  viere  kept  an  the  ration  vshlCfe.  I  have 
jugt  mentioned.      Several  of  them,   after   three  days  of   cest, 
vnere  given  the   job      of  walking  a  considerable  distance   in 
bad  vneather.     They  vsalked  11  miles  the  first  day,  ISl  miles 
the  second  day  and  IG  miles  the  third  day.     Noiii,   although 
the  vnalking  v«as  bad,   the  labor   involved  viiould  not  have  been 
very  great   under  normal   conditions.     But,   on  account   of  the 
short  rations,    these  men  came  home  each  day  over-fatigued 
and  exhausted.        Aside  from  certain  physiological  results 
interesting  to  doctors,   the  results  appeared   In  pallid  skin, 
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qaiokened  breathing,    slovn   palse  andpcofase  peiJspiratLon. 
In  general  these  men  vsere   apathetic  and  depressed  daring 
the   evening  -   ''all    in"    or    "dead  to   the  v'vorld"   to  put    it 
in  popular   language. 

Dr.  lasfe  also   samraarlzas   certain  effects   of  under- 
nutrition as  found  exper  InentaMy  by  Dr  F.&o  Benedict   of  the 
Carnegie  Foundation,    in  sorae^nhat  these  vvocds  -  the  general 
physical  reacti-Oik  of  the  men  to  undernutrition  .Tiere: 

1.  Feeling   of  general  \\ieatness  and  tiredness  -  a 
lacfe  of  the  normal  amount  of  "pep"   in  going  after   the 
accomplishment  of  a  given  amount   of  .nork. 

2.  Unpleasant  sensations   of  fatigue,    particularly 
in  stair    climbing, 

3.  Inability  to   continue  rapid  motions,    or   to 
carry  enough  heavy  vvorfc  for    the  usual  length  of  time  and 
iiith  the  usual   satisfaction. 

NOvV   this    is   by  no  means   a  full  account    of  the 
r suits   of   these  experiments.     But  they  make  very  clear 
certain  features    of   our    pcoblem.      I   don't  thihk  I'^Ot-i-*-- 
revealing  too  much  of  the  private  life  of  the  vvorfeers 
in    industry     v^hen  I  tell   you   that  doctor   has   about   des- 
cribed the   evenings   of  hundreds   of   thousands    of   then 
vUien  they  come  home  from  v«ork  too  tired  to   get     any 
good  or    pleasure   out   of   the  fev?  hours  tjiat  they   can 
call  their    ovm.      You  can  go    into  the  homes    of  hundreds, 
or   thousands,  of  -vDorting  men  today  and  you'll  find  pallid 


skin,    yoa'll  find  ijaiofe:,    sliallovi)   breathing  and  a  slo-a 
pulse  -  yoa'll  find  men  'lall    in"  after   each  day^s  vvorfe. 
Yoa«ll     find  men  that  drag  their   legs  after   them  as  they 
go   upstairs.     That's  because     of  undernourishment.     Sure, 
they  go   on  living  with  a  thousand  or   two   of   calories 
deficit  each  day.      So  did.  the  Germans    under   the  blockade* 
But    is   that  the  life  you     offer   American  Citizens? 

iUid  quite  asii:e  from  the  man*s   OvTin  happiness, 
you  v^ill  find  inefficiency,   lack  of   ability  to  go   at   the 
job  hard  and  get  it   done  right,    sloi/nness   of  motion,   tend- 
ency to  avoid  ^Tiork  if  possible,    lack  of  satisfaction  in 
v«ork.      Mr.    Chairman^   those   signs  vjhlch  you  can  find  in 
almost   every  factory  and  shop,    are   largely   signs   of  under- 
nour  ishment* 

SO  before  turning  to  the  broad  question  of  the 
relation  between  our    vnage  rates   and  the  broad  eoonomio 
readjustment   of   the   country,    I   .Dant   to  ask  one   question;- 

"Do  the  railroads  propose  to  patL   hundrds   of 
thousands     of  railroad  employees   on  the  blockade  ration 
of  Germany  during  the  War?" 

Uo  one  has   ever    denied  the  effect   of   that    under- 
nourishment. 
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•>7EAT  BtlLATIOH  HAVE  WAGES   10  DIJ?IADi'IQlf? 

Ihe  caileoads  have  pablLoly  taken  the  position  that 
j:ailj:oad  employees  have  not  -cateen  thelJ:  shace  of  "Che  defla- 
tion. BLg  business  lniej::ests  have  tacen  this  position  and 
stated  thaG  the  failace  of  isllcoad  Shop  Employes  to  accept 
theic  shajje  of  the  deflation  Is  holding  ap  a  cetocn  to  good 
times.  This  propaganda  has  been  used  to  Inflaenoe  the  public 
V*  Ith  a  vlevi    of   getting  a  favorable   decision  here. 

Eor   this  reason  I  have  had  a  thorough  study  of  the 
Inflation  and  deflation  periods  made  by   competent   economisi/S. 
i'hey  find  that  the   question  of  vvages  haw«  little    relation   c;o 
the   general  tendency   knor«n  as  deflation  except  as  such  a  per- 
iod undermines   the  bargaining  povver    of  labor.     Inflation  and 
deflation  appear   to  be  strictly  an  affair    of  finance  and 
prices.       As  the   oTsnecs  pocket  the  gains   of  the   inflation 

period,    it   is  their   business  to  take   care   of  the  full  losses 

period, 
of  the   deflation/     It    can  easily  be  shosT/n  that  zages  i^ece  not 

inflated. 

I  v.ill  therefore  try  to  approach  this   question  frora 
an  angle  vihloh  all  can  understand. 
Price  Increases  Shov.   Development  of  Inflation; 

Then  the  ordinary  man  thlnfes  about    Inflation  or    de- 
flation he  generally  thinks  about  'i-.ages   and  prices   or   prices 
and  wages.     A  period  of   inflation  is  simply  a  number    of  moBths 
or   years  vvhen  prices   are  rising  rapidly  and  vihen  v,ages  are 
also  rising  more  rapidly,    than  they  have  done  in  the  past. 

At  first   the  Rising  prices  do  not   effect  the  consumer 
much  .     Bat  v*hen  a  fev;   months  have  passed,    the   consumer   be- 
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gins  to  feel  his  living  costs  jcislng.     Aite-c   a  whil©  the 
rising  oost   of   living  pinohes   a  let   of   ooneumets   and  th^jr 
begin  to  ask  f o-c  moce  pay.     Easiness   is  good,   profits  are 
high  and  the  manafaoturej;   gives   jast  enoagh  to  teeep  the 
T«age»eacnexs  ifio-cking.     Later   on,  vi,hen  the     oountry  begins 
to  think  that   prices  are  getting  too  high,    business  men 
viill  e2tplain  that  high  wages  have  so  largely  increased 
costs  that  PC  ices     must  stay  high.      ?7hen  people  begin  to 
talk  aboat   deflation  they  generally  think  about  prices   com- 
ing dovvn.      They  are   q.uickly  informed  by  the  men  v»ho   control 
industry  that  prices   coming  domn  means  viages   coming  dovvn. 
The   consumers  generally  agree  to  hooking  the  tv.o   together 
if    Lt    isn't   applied  to   their    earnings.      If  it   is   applied 
to    their    earnings   they  don't  agree   unless  they  are  forced»to. 
That's   about  the  \rvhole    Idea  of    inflation  and  deflation  in 
most  people's  minds. 

I  want   to   start  viith  this  popular    idea  of    inflation 
and  see  vihat    it   amounts  to.      I  vnant  to  ask  you  to  examine 
Tiith/the  figures  vihioh  trace  the   cis©   of  these  tvio  factors 
Fihich  people  associate  viith  inflation,   first   the  rise   in 
prices,    then  the  rise   in  wages. 

I   viish  to  analyze  in  torn  the -Metals  and  Metal  Iro- 
dacts  Industry,   the   Chemical  Products  Industry,   the  Cloth 
and  Clothing  Industry,    che  Food  Products  Industry,    the  i'uel 
Industry,    the  Building  Materials  Industry  and  the  House 
TF'arnishing   Industry.      In  all  tables   the  v.holesale  price 
index  numbers   of  the  U.S.    Department   of  labor    are  used, 
referred  to  January,   1916  as  a  bas^*., 
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Per  capita  eacnings   are  derived  from  the  actual  payroll 
figures   gathered  and  published  each  month  by  the  Ueis  York 
■  Sta.-ce   liidustr  ial   Commission   in   its  labor  market  bulletin 
for    the   industry  in  question.     In  the  oasg   of  the  cloths 
and   clothing  industry,    the  earnings   shov.n  for   Textiles, 
Clothing,    and  foe  Boots  and  Shoes   are   combined,    the   aver- 
age  being  v.eighted  according  to   the  number   employed  in 
each    industry.     Nevi  York  State  earnings     are  used  because 
they  present  the  most   complete  and  comparable   data  avail- 
able.    Wevi   York  state   is  a  representative   industrial   state 
and  its   curve  of   earnings  vvhen  charted  against   those  f»»m 
other    sta/tes   or   for    the  United  States    as   a  vs^ole  shovs   the 
s  ai.ia  gener  ai  t r  ends . 

"Jar    Supply  Industries   Start   Inflation: 

•I'he  first   "Gable   to  ishich  I  wi  ish  to   call  your   atten- 
tion shows    Ghe   course   of    inflation  as    it    affected  the  Afetal 
and  Me'cal  Products   Industry.      The  graphic  representation 
accompanying  the    Gable  makes    it  easy    to  get   a  picture   of 
the    inflation  v.hich  the  eye   can  grasp. 
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This  industry, producing  so  many  of  the  basic 
materials,  of  '..ar  munitions,  vras  one  of  the  first  to  start 
the  ascent.  By  January,  1916  prices  had  risen  over  5ofo, 
]\Tote  hovf  sharply  the  curve  rises  during  the  first  half  ot 

1916.  V/hen  prices  had  risen  52fo,   per  capita  earnings  in 
the  Indus trj'-  had  only  risen  about  12^.  By  January,  1917 
prices  were  about  1215b  above  the  January,  1915  level, 
v.'hereas  vrages  had  only  risen  26^,   The  gap  between  the 
tvro  curves  is  very  striking,  particularly  throughout 

1917.  To-vvard  the  latter  part  of  that  year  price  control 
begins  to  be  felt,  and  very  slovrlj^,  as  the  cost  of  living 
advances,  the  earnings  of  the  wage  earners  come  up  torrard 
the  commodity  price  level. 

The  first  rapid  rise  in  prices  in  this  industr^r 
is  explained  by  the  abnormal  demand  of  England  and  Prance 
for  war  supplies, 

Now,  for  a  true  understanding  of  this  problem  of 
inflation  it  must  be  understood  that  this  demand  was 
abnormal,  not  so  much  because  it  exceeded  the  possible 
supply,  hut  because  it  vras  not  a  real  business  donand 
in  which  one  side  seeks  to  exchange  goods  with  another. 
Regular  business  is  an  e^rchange  of  goods.  -  of  the 
products  of  two  parties.  Europe  was  not  producing  any 
goods  for  exchange,  she  was  manufact^^ring  credit  by 
enormous  loans,  at  the  same  time  that  she  was  destrojring 
huge  quantities  of  products  in  the  V7ar.   The  thing  that 
causes  sudden  rises  in  prices  is  when  the  purchaser  is  a 
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non-producer  and  simply  signs  a  promise  to  pay. 

It  is  the  fact  that,  immediately  on  the  develop- 
ment of  the  7/ar,  huge  credits  v;ere  created  which  caused 
the  rapid  increase  in  \7h0lesale  prices. 

Note  how  rapidly  prices  drev7  aT/ay  from  wages.  Evident- 
ly labor  failed  to  share  in  the  enormous  increase  in  income 
which  came  from  these  high  prices.  Follow  this  through  the 
year  1917  after  the  entry  of  the  United  States  into  the 
war.   In  view  of  the  fact  that  wages  represent  a  certain 
amount  of  the  productive  time  of  wage  earners,  the  owners 
of  this  industry  were  reaping  enormous  profits  out  of  the 
increased  margin  on  each  product  as  well  as  on  the  increased 
utilization  of  plant.  The  esrcess  profits  made  off  European 
peoples  -./ere  in  part  the  basis  for  several  billions  of 
dollars  in  loans  to  Europe,  which  established  the  right 
to  heavy  fixed  charges. 

This  contrast  between  the  rise  in  wages  and  the 
rise  in  wholesale  prices  makes  it  clear  that  the  law  of 
supply  and  demand  does  not  affect  labor  and  the  product 
in  exactly  the  same  way.  Demand  for  goods  represent 
demand  for  Labor  to  produce  the  goods.  And  yet  something 
seems  to  tie  wages  down. 

Examination  of  other  facts  shows  that  wages  are 
tied  prdtty  close  to  the  subsistence  level.   In  other  words 
it  is  apparent  that  employees  do  not  share,  as  partners 
in  the  prosperity  of  industry  -  that  there  is  no  connection 
between  their  vrage  rates  and  the  prosperitjr  or  depression 
in  the  industry.  On  the  contrary  their  standard  of  living 


is  established  at  the  subsistence  level.  During  periods 
\7h.en   this  subsistence  level  is  rising,  uages  rise  generally 
slightly  behind  the  trend.   If  the  index  of  cost  of  living 
curve  mounts  above  the  index  curve  of  wholesale  prices 
in  that  industry,  wages  \Till  slowly  follovr  the  subsistence 
level  across. 

Note  that  this  lack  of  relationship  between  the 
condition  of  an  industry  as  shown  by  w'holesale  prices 
of  products  and  wages  appears  also  in  the  start  toward  de- 
flation. Wages  await  the  falling  of  the  subsistence 
level  and  follow  it.   Thus  two  important  facts  concerning  t 
the  problem  of  wages  as  related  to  industry  stand  out 
in  this  curve: 

(1)  The  fact  that  there  is  no  relationship  between 
the  prosperity  of  an  industry  and  the  wages  of  its 
employees. 

(2)  The  fact  that  this  failure  of  industry 
to  admit  wage  earners  to  a  share  in  its  prosperity 
enabled  the  metal  products  industry  to  profit  enormous- 
ly by  the  period  of  inflation. 

These  facts  are  borne  out  very  clearly  in  the  next 
table  with  its  accompanying  chart,  which  shov;s  the  stages 
of  inflation  in  the  Chemical  Industry.   This  industry  also 
felt  early  the  effect  of  the  war. 

Uote  that  the  artificial  stimulus  of  purchasing 
pov;er,  which  did  not  represent  goods  for  exchange  but 
only  manufactured  credit,  caused  the  wholesale  price 
of  these  commodities  to  rise  until  the  average  for  1918 
is  already  more  than  100^  above  the  pre-war  level.  Here 
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INFLATION  PERIOD  lu  CHEmCAL  AHD   DRUG  INDUSTRY 
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19  15  19  16 


1917  I9ia  1919 

0       JAU      A         Cr  0       J-AN     /I  J-  0       JAN     A 


19  20  ~  19  2  1 

J-AN    A         J  0       J-AN      A 


WHOLSSAIiS  :PRIC33   AI^D  PEE   Gi\PITA  BiJlNINGS 
IIJ  THE  CEaivlICAI   MD  LR-JG INDUSTRY 
(Index  January  1915  s  100) 
Based  on  U.   S,   Dept.    of  labor  Wholesale  Prices 
Index  and  N.  Y.  State  Industrial  Commission 
Figures  for  Per  Capita  Earnings 

Year  and  Mo  nth.                            Index  of  index  per 

Whole saXe  Prices  Capita  Earniflgs 

1915  January  100  100 
April  99  ,99 
July  105  99 
October                                     ISO  102 

1916  Januaiy  146  103 
4pril  167-  105 
July  151  107 
October                                     146  110 

1917  January  154  115 
April  155  117 
July  19E  •  126 
October                                     245  128 

1918  January  225  124 
April  222  142 
July  210  152 
Octaber                                     212  154 

1919  January  185  162 
April  173  157 
July  166  168 
October                                     169  176 

1920  January  184  184 
April  206  193 
July  211  200 
October                                    210  203 

1921  Jaa^ary                              177  194 
,  April                                          163  191 

July                                          158  192 


again  vre  ncte  tho  failure  of  wages  to  share  in  the  pros- 
perity of  the  industry.   They  lag  "behind,  attached  as 
alv.ays  to  the  subsistance  level,  thus  allowing  the  owners 
undisputed  possession  of  all  the  profits. 

By  tho  ■beginning  of  1917  prices  '.vere  about 
5Qfo   above  those  prevailing  in  January,  1915.  Wages 
had  only  increased  by  15^.  A  year  later  prices  vv-ere 
125^  above  the  January,  1915  level,  but  per  capita  earn- 
ings had  only  increased  by  25fo.     Only  slowly,  after  the  end 
of  the  war  did  the  earnings  of  employees  in  the  chemical 
industry  approach  the  level  of  prices  in  the  industry. 


The  appecirc-nce  of  this  enov»mous  and  inflated 
p-'.irohr.sing  pov/or  "began-  to  be  felt  in  the  cloth  and 
clothing  industries  just  about  the  time  the  United 
States  V7etit  into  the  war,  although  during  1916  European 
orders  purchased  vrith  government  credit  had  started 
the  upvrard  course  of  prices  in  this  industry.   But  it  v/as 
the  enormous  purchases  out  of  credit  made  for  our  army 
that  led  the  patriotism  of  textile,  shoe  and  clothing 
manufacturers  to  advance  prices  to  an  average  of  139'^  above 
the  1915  level  in  1918.   Ti/holesale  prices  under  the  in- 
fluence of  the  inflation  period  continued  to  rise,  until 
during  1920  they  averaged  three  times  the  1915  level. 
This  appears  on  the  chart  accompanying  the  table  covering 
this  industry- 
Note  again  the  big  gap  v^ich  develops  between 
wages  and  wholesale  prices',   \7ages  are  left  behind.   By 
the  end  of  1917  wholesale  prices  v;ere  running  more  than 
100^  above  the  lovel  of  January, 1915,  while  wages  in  the 
industry  v/ere  running  not  more  than  30^  above  the  January 
1915  level.  Even  at  the  highest  point  reached  by  wages 
in  April,  1920  the  prices  charged  were  more  than  100 
points  higher  reckoning  from,  the  January,  1915  base. 
This  shows  the  complete  lack  of  relationship  between  wages 
and  prices  about  as  clearly  as  it  can  possibly  be  sho:,m. 


Again  this  emphr^sizes  the  lack  of  connection  between 
the  prosperity  of  an  industry  and  the  wage  earner. 
Prosperity  is  wholly  the  property  of  profits,  A 
suhsistence  \7age  comes  along  like  a  fixed  charge  only,  - 
not  as  t':^c  share  of  a  partner  in  industry- 
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WHOLES  AT.  a  PkxGJS  A"ND  PSE  O.iI'IiV.  .SARNIMGS 

lU  CLQglBS  AUD  CLOI'HINO 

(Index  January  1915  -  100) 
Based  on  U»   S«   Lept*   of  Labor  Wholesale  Prices 

Index  and  New  York  State  industrial  commission 
Figures   for  Per  Capita  Sathitigs* 

Year  and  Month  Index  Index  Per 

Wholesale  Prices  Ca]&ita  Earnings 

1915  January  100  100 
April  103  98 
July  103  101 
October  107  108 

1916  January  115  109 
April  1E4  115 
July  .  131  lia 
October  144  118 

1917  January  168  122 
April  176  122 
July  195  127 
October  201  135 

1918  January  220  130 
April  242  151 
July  259  163 
October  268  166 

1919  January  244  173 
April  226  175 
July  294  195 
October  S26  210 

1920  January  365  230 
April  368  238 
July  330  236 
Ocfcibber  ^^8  2.33 

1921  January  217  E13 

April  194  222 

July  186  216 
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PICTURE  or  II^^FLATIQg  IIT  FOOD  PROIDUGTS  INDUSTRY 

Although  the  heginning  of  the  ahrupt  rise 
in  the  wholesale  price  curve  representing  the  food 
products  industry  did  not  appear  quite  so  early  as 
in  the  case  of  the  producers  of  munitions,  the  picture 
of  inflation  in  this  industry  is  equally  striking. 
Clearly  the  simplest  picture  of  the  inflation  period 
appears  in  these  curves  vrhich  sho'w  the  rapid  rise 
in  the  prices  of  industrial  products. 

The  follovving  table  rith  its  chart  show^again 
very  clearly  the  lack  of  relationship  hetv/een  the 
increase  in  v;holosale  prices  and  the  increase  in  per  capita 
earnings.   The  great  space  between  is  a  measure  of  the 
increased  margins  taken  by  business  and  consequently  of 
increased  profits.  By  the  first  of  1918  the  o\7ners 
Y/ere  receiving  75^  more  for  their  products  while  the  \7ages 
of  labor  had  advanced  less  than  one-half  that  amount. 
It  is  obvious  that  the  industry  'ivas  grabbing  large  profits. 

As  in  all  other  industries  the  employee  does 
not  appear  as  a  partner  sharing  in  the  period  of  prosperity , 
but  merely  as  a  part  of  the  works,  receiving  barely  enoug.'; 
to  keep  him  going.  As  the  cost  of  his  upkeep  rises  he 
gets  just  enough  increase  to  keep  him  going. 
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HVHOLBSALE  PRICES  MP  PER  CAPITA  EiJ^KINOS 
lU  FOOIB)  PRODUCTS 


(Index,   January  1915  ^  100) 

Based  on  U.   S.  J.  '     .-  Lept.  of  labor  Wholesale  price 

Index  and  N.Y.   State  Industrial  Commission 

Figures   for  Per  Capita  EarnirE'S* 

Year  and  Month  Index  of                                Index  per 

Wholesale  Prices  Capita  Earmii^s 

1915  January  100  100 
April  ■  99  102 
July  98  102 
October                                 97  105 

1916  January  107  104 
April  110  112 
July  114  112 
October  132  116 

1917  January  142  118 
April  172  122 
July  171  126 
Octolxer  173  127 

1918  January  177  133 
April  168  145 
Jtay  174  152 
October  190  163 

1919  January  195  168 
April  199  170 
^;iLy  204  183 
October  199  188 

1920  Januaiy  239  205 
April  255  212 
July  253  224 
October  193  ESS 

1921  January  153  2E1 
April  133  .  209 
July  127  a06 
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Reference  to  the  next  table  vrith  its  accompany- 
ing chart  TTill  establish  the  fc^ct  that  the  sane 
tendencies  existed  in  the  fuel  industry.  As  a  matter 
of  fact  this  industry  quickly  responds  to  a.ny 
stimulus  to  the  Iron  and  Steel  Industry,  The  t-^o 
are  practically  a  single  industry.  In  the  table 
covering  this  industry,  hovrever,  an  interesting  variation 
appears.  During  the  life  of  the  Fuel  Administration 
the  up-ard  course  of  prices  was  evidently  controlled, 
the  price  level  being  maintained  v.ith  certain  flunctu- 
ating.  Hov;ever,  T7ith  the  relaxation  of  control,  prices 
quickly  respond  to  the  general  trend,  reaching  a  peak 
of  prosperity  in  1920  rhen  it  appears  that  large  profits 
v:ere  taken. 


INFLATION  PERIOD  IN  FUEL   INDUSTRY 

[INDEX     NUMBERS     BASED      ON     J"AN.I9I5'  =  I00) 
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WHOLESiiLE  PRICES  AMD  PER  OK..  j;j.a  EAKKIUaS 

il  'JHE  ■L.'UEIi   II'IPUSJRY 

{Index,    January  1915   r  100) 

U.S.  Dept.    of  labor  payroll  figures  for  period  since 
September  1919.     Prior  to  tliat  per  capita  earnins 
are  worked  out  on  basis   of  average  per  capita 
production  and  rate  per   ton. 

Year  and  Month                              Index  of  index  of 

Wholesale  Prices  Per  capita  sarnin&t. 

1915  January  100  100 
April  96  81 
July  97  96 
October                                     103  119 

1916  January  113  123 
April  116  91 
July  116  103 
October                                     143  116 

1917  January  189  125 
April  198  135 
jxuLy  206  149 
October                                     lis?  155 

1918  January  169  152 
April  169  183 
July  178  218 
October                                      180  207 

1919  January  183  170 
April  180  132. 
July  184  175 
October                                       195  232 

1920  January                                    198  194 
,  April                                            229  195 

July                                              271  211 

October                                      303  266 


1921     January 


245  206 


April  214  167 

July  198  157 
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TMs  suggests  a  very  interesting  possibility. 
The  course  of  inflation  of  fuel  vras  evidently  controlled 
in  the  interest  of  the  community  of  consumers.  Perhaps 
periods  of  inflation  are  not  inevitable  like  storms. 
This  would  seem  to  indicate  that  if  all  industries 
had  been  controlled  as  soon  as  the  beginning  of 
inflation  became  apparent,  the  dislocation  due  to  sky 
rocketing  prices  and  high  costs  might  hp.ve  been  avoided. 

TMs  control  did  not  result  in  injustice.  As 
I  shall  shov:  in  a  few  moments,  coal  operators  irere  not 
denied  generous  profits,  Wage  rates  in  the  coal  industry 
rere  e.s   good  as  in  other  industries.  There  seems 
reason  to  believe  that  in  abnormal  times,  at  least,  all 
industries  might  3ae  operated  in  terms  of  the  best 
interests  of  the  community. 

If  it  appears  to  be  true,  that  this  period 
of  inflation  might  have  been  controlled  and  that  the 
stupid  outburst  of  inflation  in  1920  might  have  been 
prevented,  then  the  men  in  control  are  with  criminally 
negligent  or  incompetent.  For  such  control  would  have 
avoided  more  than  half  of  the  sudden  plunge  into  un- 
empl03/ment  which  followed  1920. 


Inflation  in  Bailding  MateJ;ials  and  Hoase  garnishings 

■The  folios ing  tF«o  tables  mLtJa  theiJ:    aocompanying 
charts   are   of  very  gJJeat   imterest.     A  glance   at  the   data 
viili  shoT*    that  both  these  industries  shared  the   general 
rise  in  prices   daring  the  iRar,     Bat  the  extraordinary 
thing   is  the   enormoas    Inflation  of     prices  Khich  reached 
a  peak  in  19S0  and     did  not   give  vvay  before  the  so-called 
"buyer's   strilte"  had  been  precipitated. 

note  the  shar^  J^ise  of  neacly  50  points  in  the  price 
of  building  materials  at  the  end   of  1919.     From  that  point 
in  rises   until   in  July,    1920  it   is   over  250  per    cent   above 
the  level   of   January,   1915.        The  rise   in  prices  has  out- 
stripped t|te  rise    in  vvages  by  over    125  points.      Such  a 
rise   in  building  material  prices  strangled  the     building 
trades. 

S^ilarly   in  the   case  of  the   index  of  household  furn- 
ishing prices.     From  the  first  of  1917  prices,  steadily 
drevs   ahead  of  7vages   until  by  the   end  of  1920  they  reached 
a  point  275;^  above   the  January  1915  level.      This  T?<as  higher 
by   over    140  points  than   the  highest  point   reached  by  per 
capita  earnings. 

These  tvvo   industries,    supplying  the  materials  for 
housing  and  household  furnishings,    stood  far    above  all 
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othejcs   in  1920,   v.ith  the  possible  excei3olon  of   oloth  and 
clojlaing.      I  v.  ill  disoass  this  ifiaot  moce  folly   in  taking 
ap    che    chact  v-khich  sciimnacLzes   this  period  of    inflation  as 
it      effected  all   industries   togethe-K- 

At   this  point  I  mill  sinply  point    oat   the   extent 
to  v.hioh  these  iLga-res  beac    oat   u^  previous   conclusions, 
that    chece    is  noG    csal   celat ionship   in  industry  betv»een 
v.ag3S   3nd   Ghe  prosperity     of  the   industry.      The   curve   of 
linages  f nil ow.! along,   vecy   evidently  bound  closely   to   changes 
In   dhe    cost    of  living,      v/age   earners   do  not   share    In  the 
proxluS.      iThey   do  not  permanently  secure  note  than  the 
io.;est  possible    cost  of  maintenance. 
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INFLATION  PERIOD  1^  BUILDIMG  MATERIAL  IMDUSTRY 
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'vVHOIESAlE  PRICES   AND  P3R   CAPITA  EARNINGS 
IN  THE  BUILDIMO  IVIaTERIAL  INDUSTRY 

(Index  baaed  on  January  191 5r  100) 
Based  on  U.   S.   Dept.   of  Labor  Wholesale  Prices 
Index  and  New  York  State  Industrial  Commission 
Figures  for  Per  Capita  Earnings 


Year 

and  Lionth 

T      ^ 

January 
April 
July 
October 

Index  of 
Wholesale  Prices 

index  per 
Capita  Earnings 

1915 

100 

100 

99 

99 

100 

98 

106 

107 

1916 

January 
April 
July 
October 

105 

107 
105 
107 

100 
102 
105 
123 

1917 

January 
April 

July 
October 

113 
lEl 
140 
14S 

121 
124 

122 
140 

1918 

January 
April 
July 
Octbber 

145 
155 
164 
168 

132 
149 
158 
177 

1919 

January 

April 

July 

October 

171 
172 

198 
a46 

187 
182 
187 
194 

19E0 

January 

April 

July 

October 

E85 
S6S 
354 
333 

206 
222 
221 
249 

19?.! 

January 

April 

July 

254 
216 
213 

^ai 

205 
185 

INFLATION!  PE f?100  IN  HOUSE  FURMISHIN&S  IWDU^TRY 

'  (INPEX    NUMBERS     BASED      ON     ffAN.ISIJ     =     lOO) 
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•.7HQIBSAI.E  PRICED   aUD  PER   C>.iPII'A  BARKINGS 
IK  gKS  EOUSE  FURHISHIMGS    INDUSTRY 
(Index  based  on  January  1915  =  100) 

Based  on  U.S.  Dept.  of  labor  VTholesale  Price 
Ijbiiex  ^nfl  H.Y.  State  Industrial  Commission 
Figures  for  Per  Capita  Earnings 

Year  and  Month                           Index  of  index  per 

Hiolesale  Prices  Capita  BarniiB  s 

1915  January  100  100 
April  100  103 
July  100  102 
October                                     100  112 

1916  Januais?  106  108 
April  109  111 
July  1S2  112 
October                                     125  122 

1917  January                                     153  119 

April                                            140  123 

Jiily                                                154  126 

October                                       154  136 

1918  January  163  127 
April  174  146 
July  201  154 
October                                       228  159 

1919  January  2E0  169 
April  219  170 
July  247  175 
October                                      267  187 

1920  January  327  204 
Apr  il  334  225 
July  366  232 
October                                      375  234 

1921  January  ^§6  S15 
April 


July 


277  210 

237  204 
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INFLATIOM  PERIOD  IM  All   COMMODITIES 


(INDEX    number: 


ON     J  H  N     \  9  \  S     =     \0o) 


OF     J  A  N  .1  9  15 


IIJFLAglOIT  AS   SEBH  IH  PRICE  GEAggSS.    ALL   GOMJIODITIES 

The  follovving  table  and  chart   shoT,-  in  summary 
form  v:hat  I  have    just  "been  descrilDing  in  connection 
"uith  separate   industries. 

t:ag3S  ahd  v;hcles:xL3  prices 
..ii  industries. 

Year  Index  Prices       Index  ',7ages. 


100  )  100  ) 

101  )  101  ) 

102  )  102  ) 
102  )  107  ) 

111  109 

118  113 

120  113 

135  120 

153  122 

174  124 

188  ISO 

183  139 

187  135 

192  155 

200  167 

206  180 

205  185 

205  177 

220  186 

225  196 

251  213 

268  223 

265  229 

227  233 

179  221 

156  210 

July  150  203 


1915 

f  Jan .  ) 
April 
July 
Oct, 

1915 

Jan, 

April 

July 

Got, 

1917 

Jan. 
April 
July 
Oct. 

1918 

Jan . 
April 
J-aly 
Oct. 

1919 

Jan, 
April 
July 
Oct, 

1920 

Jan. 
April 
J-aly 
Oct. 

1921 

Jan, 
April 
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In  the  fij:st  place  the  general   appearance   of  in- 
flation as  far   as  prices  are  concerned    is   pretty  plain. 
This  period  evidently  falls   into   three   divisions.     First 
the     rc.pid  climbing  of  wholesale  prices   beginning  vvith 
the  big   increase    In  European  purchases   and  ending     with 
bhe   establishment   of  oar  price  control  machinery     daring 
the  first  year   after   oar    entering  the  vvar.     Busing  this 
period  the   gulf  bet'/.een  r.ages   and  the  prices    cecelved 
foe   products  had  .widened  "co  such  an  extent  that     Govern- 
ment Boards   ..hen  given  authority   could  not   do   other   than 
arrest   fature    inoceases    In  prices   due   to   government  fin- 
ancing.     That  gulf  remained  until  the  middle   of  1920, 
AS   a  result,    as   I    .;lll  she.   latec,   profits  remained  far 
abovs  pre  uar   levels  right   up   to  1921.      The  second  divi- 
sion of   the    Inflation  period  Is  mar  feed  by  a  slor.   rise   In 
prices,    but  basic  materials  are   controlled.      This   division 
of  the  period  extending   until  after   the   Armistice  shous 
clearly  the   effectiveness      of  social   control    In  these  matter 

In  sharp   contrast   appears    the  final  period  of  in- 
flation  covering  the  period  I'ebruary  1919  to  May  1920.      It 
shous   clearly  the  results    of   "less   government    In  business", 
during  a  period  v^hen.  the     manufacture     of  artificial  pur- 
chasing poTser   has  not  been  curbed. 


During  this  period  the  index  number  of  prices  again 
Jumps  from  197  up  to  a  peak  ox  272.   The  index  number  given 
at  three  months  jumps  from  205  to  268.  You  will  notice  " 
that  this  abnipt  increase  in  wholesale  prices  has  no  re- 
lationship to  per  capita  earnings.   This  is  the  period 
in  which,  according  to  ex-President  V/ilson,  "the  reins 
were  taken  off  industry"  and  the  direction  of  recon- 
struction and  readjustment  after  the  war  left  in  the 
hands  of  able  business  men.   The  sharp  peak  of  the  whole- 
sale price  curve  stand?  as  a  monument  to  their  ability 
and  social  vision. 

Those  able  business  men  who  advised  the  president 
(perhaps  forced  the  president)  to  relax  the  control 
established  in  the  interests  of  the  community,  were 
absolutely  responsible  for  the  increase  in  prices 
and  wages  which  followed.  And  yet  they  are  loudest 
in  condemning  labor  for  what  they  choose  to  call  the 
inexcusable  rise  in  wages. 

As  a  matter  of  fact  the  period  of  government 
credit  expansion  was  at  an  end.  Grovernment  credit 
and  purchasing  power  were  relatively  inexhaustible. 
But  such  an  inexcusable  increase  in  prices  fell  direct- 
ly  on  the  purchasing  power  of  the  consumer  and  on  the 
norm.al  credit  strength  of  the  government.  It  broke 
the  purchasing  power  of  the  consumer  and  strained 
the  credit  of  the  community. 


Remembej;   that    it  takes   several  months  fojj  -vTihole- 
sale  prices   to  reach  the   publio.     When  these  pjices 
appeard  to  the  store*  oounters  the  public  simply  coald- 
not  bay.      The  peak  of  retail  prices   did  not  last  a 
month.      It  was  not  a  buyers  strike  which  brought     the 
depression,    it  \;as  a  buyers  lock  out. 

And  that   lock  out  precipitated  t)^& depress  ion, 
T»ith  its   unemployment.      These  finanpial   interests 
to  v.hose  guidance  the  business   of  the   country  vvas 
left   are   absolutely  responsible     for    the  drastic 
character    of  the  plunge  vshioh  follovved.      «Vith  a 
monopoly   control   of   credit     and  prices,    ahich  I 
shall  develop  more   at   leng'ch,    and  -viith  a  monopoly 
control  of    jobs,   VkhLafa  I   shall   also   shovi   figiwes 
to   prove,   they  precipitated  a  loct:  out  vshich  by 
its   suddenness   ^nd  completeness  forced  the   small 
businessmanv    the  farmer    and  the  v?age  earner   to   carry 
the  rvhole  burden  of   deflation.      The  present  vvage 
.ease    is   a  part   of  that  development. 

In  connection  with  vshat  I  have   just  pointed 
out.    the  folloviiing  supplemantary  fact,    stated  in 
the   language  of  the   Congressional   Joint   Commission 
of  Agricultural  Inc[uiry     is    interesting:      "In  gen-. 


exal,   retail  margins  have  shown  a  tendency  to  decline 
as  wholesale  prices   rose  and   to   increase  as  vnholesale 
prices   declined".      (Report  Vol  !•  p.   21).      This    is 
very   important   .     Retail  prices   and  r.ages  are  pretty 
closely  tied  together.     Because  wage  rates   do  hot   in- 
crease vvith  v.holesale  prices,    the   consuners'    purchas- 
ing povver      cannot  sustain  retail  prices  which   Iceep 
pace  vvith  rvholesale  pr.ices.      The   interests  of   the  vjage 
earner,    consumer    and  the   store-keeper   are  therefore 
identical-     Both  tend  to  suffer    as  vsages  lag  behind 
the   increase  in  prices,    and  both  gain  slightly  as 
v.ages   and  retail  prices   lag  behind  descending  prices. 
But  here    is   the  rab.      The   increase   in  prices  is 
slow,    extending  over   several  years*-     But     the  men  T.ho 
profit  largely   in  the   ascent   and  stand  to  lose   during 
the  period  of   decline,   have   control   of  the  situation 
and  can  plunge   the   country  into  deflation  so   suddenly 
and  abruptly  that     the  .possible  gains   of  the   store- 
keeper   and  viiage  earner   are  entirely  swalloryed  up  by 
unemployment   and  part  time.      This  vvill  be  developed 
in  full  a  little   later   by  an  examination     of   changes 
■in  payrolls   during  the  period  of   deflation.        The 
purchasing  pov.er    of  Vvages  as  a  whole   does  not   gaiti 
during  periods  of  deflatipn.     The  storekeepers  must 
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attempt  to   oaaury  the   Icisses  uhloh  resalt  from  stocks   of 
high  cost  goods.      Then  the  financial   inteiests  v«ho  have 
by   intention  0£    criminal    incompetence  brou-ght     the   oom- 
monity   to   saoh  a  pass,  .tell  the    «age   earner   that  the  retail- 
er   Ls   at  fault  for      not   reducing  prices   and  tell   the   great 
body  of  storeiieepers   and  professional  people  that  the 
"-age   earner    is  responsible  for   not   accepting  lovver      wages 
gracefully. 

General  Sacts  Developed: 


Before  going  farther    I  x-«ould  like  to  make  very   clear 
the  facts   «hioh  v^e  have      developed  by   this   analysis   of 
prices   and     v-.age   changes.      They   are  - 

1.    Inflation  appears   in  a  rapid  rise   in  wholesale 
prices. 

2»   Ehis '.j;apid  rise   in  nholesale  prices   is  not  shared 
by  the  v.age  earner   or   by  the  retailer. 

0.  AS  a  result  enormously  increased  aaxgins  to  the 
producer  and  connercial  capitalists  bring  these  parties 
huge  profits. 

4,  This  process    could  be   controlled  as    is  proved 
by   the  fact  that    it  v.as  for    a  time   controlled. 

5.  Such  control  '^'as    in  the   interest  of  the   com- 

monity. 

S«  Relation  of  such  control  at  the  request  of 
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business  resulted  in  an  inexcusable    Increase    in  prices 
Tn;hich  ended  in  a  buyers   lock  out. 

7.    Th^re    Is  no  relationship   throughout  the  period 
betFveen  prices   charged  for    product  and  viages.      Wages 
are  not  responsible  for    the   rise     in  prices,    prices 
rise  first.      Jages  never    rise  as  high  as  prices.     Wage 
earners   are  not   treated  as  partners,    but  aerel^   as 
instrunents   for   v^hich  a  certain  necessary   up   keep  v.ill 
be   allovved.      Thus  the   consunejcs'   purchasing  pov-er    is 
not   allo'ued  to  naintain  a  nornal  relationship  to  prices. 


PART  17 
INJ'UiaJION     APPEABS 
IIT 
C0HP0RA2S       PROFITS 
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INFLATIOU  APPSARS  IN  CORPORATE  PROFITS. 

Corporate  profits  "between  1916  and  1920 
afford  another  point  of  view  from  which  to  learn 
sonething  about  inflation  and  deflation  in  re- 
lation to  the  w%ge  problem.  As  already  pointed 
out  the  widening  gulf  between  the  price  curve  and 
the  wage  curve  meant  nothing  more  than  v.   widened 
margin  of  profit  to  the  producer  and  commercial 
capitalist.   In  other  words  such  c   situation  as  I 
have  pictured  must,  of  necessity,  make  capital  the 
gainer  during  the  inflation  period.  In  other  words 
a  niunber  of  years  of  inflation  would  leave  capital 
in  a  relatively  stronger  position  to  advance  its  claim 
for  an  increasing  share  of  national  income. 

Examination  of  the  income  statements  of  172 
corporations,  as  they  appear  in  financial  manuals 
and  commercial  publications  shows  clearly  the  extent 
to  which  this  period  of  rising  prices  was  intensely 
profitable  to  capital.  In  the  appendix  entitled 
corporate  profits  you  will  find  these  corporations 
listed  singly.  Here  I  will  refer  to  them  briefly 
in  order  to  establish  the  fact  that  inequalities  in 
the  division  of  national  income  were  intensified 
during  the  inflation  period.  The  following  table 
shows  the  situation  by  industries. 
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Profits   of  tlie  inflation  period  compareii 
with  those  in  previous  years. 


NO.    Of      i 

Industry                           : 

Average   annual  net   income 

concerns    ; 

1912-1914          ': 

1916-1920 

Iron  and  Steel                     : 

$   7a, 271,929      : 

$278,881,805    : 

15          ': 

Coal   and  Coke                       : 

10^604,240      . 

24,598,487    : 

15          ': 

R.R.   Equipment 

15,745,728 

37,988,364 

7           : 

Petroleum  products 

74,389,008      . 

[     201,045,735    ; 

22          i 

Copper  Mining 

'.        46,563,451 

90,541,716    • 

14          : 

Misc.Minere^l  Mining 

'.        16,858,814 

21,794,211    • 

5          ': 

Metal  Products 

T     18,605,471 

44,224,110 

11          : 

Building  Material 

•           9,904,161 

27,736,414 

9          : 

Packing  Houses 

':        £0,146,784 

57,612,679 

5           l 

Food  Products 

I        17,710,337 

41,271,436    ■ 

11           ! 

Sugar  Pro  d.&  Refining 

':           9,822,200      . 

35,150,697    ■ 

10          : 

Agricultural  Supplies 

:        22,933,426 

37,373,118 

7          ': 

Textile  Mfg. 

:           2,731,759 

18,039,125 

6           ': 

Clothing  &  Dry  Goods 

:        12,768,793    : 

:        23,651,556 

'.           9            • 

Miscellaneous 

:        46,926,440 

.      121 , 341 , 446 

[        21            : 

Mercantile  &  Mail  Order 

;        19,576,369 

':    $414,558,920 

:        34,296,843 
•1,095,647,742 

':           5 

Total 

:      172           i 

19. 


CORPOR/iTlORPROFITS  AS  AM  IMDICATION  OF   INFLATION 


AVERAGE     ANNUAL     PROFITS,    19l£-1914- 


E      ANMUAL.      PROFITSj 
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INDEX     NUMBERS    e/^SEDON     0|-£-iei4     PRoriTS     =      lOO. 
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Index  Numbers   of  Increases   in  Annual 
Het  Income. 
1918   -    14     -   100 
Industry  Index  Numbers 

Iron  &  Steel  386 

Goal  8c  Co^e  232 

H.   H»   Equipment  241 

Petroleum  Products  270 

Copper   Mining  194 

Metal  Products  £38 

Building  Material  280 

PaclcLng  Houses  286 

Food  Products  283 

Sugar   Producing  &  Refining  258 
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The  profits  o£  theje   corporations  for  five  years  ran  at 
an  annual  race  of  ^1*  000, 000,000.     5Jhis  means   that  they  were 
earning  the  eq.uivalent  of    their   entire   capicsl   s ':ock  ever^  five 
;?ears.      This   annual   average   net   income  e::ceec'e(i    uhe  pre  war 
average  hj  ,^600, 000,  OOO   -  or   a   total  excess  during  the  five 
v/eo.i£    of  v|  5,000,  000, 000.      The   total   capital  stoclc  increased  from 
an   avera3,e   of  v4, 557, 673,87^  in  1918-1914:,    co  o.n  average   of 
ij:5,4XZ,oZ4:,o9Z^        In  other  words,   wheEBas   in  the  pre-inflation  per- 
iod net   income  was   ec^uivalent  to  9.1,o  on  capital  stock,    in   the 
infla'cion  period   the  race  rose    to  20.0^0. 

A  glance  at    che  following  table  will   show    :hat   the  sugar 
producing  corporations    earned,  the  ^.ull  amount  of   their  Capital 
stock  in   the  five   inflation  years.        In  less    than   three  of   the 
years    the  packing'  housts   have   earned  the   full  amount   of  their 
pre-war   capiccil   scock-        In  four    years    they  showed  total  net 
income   eq.uivalent   oo    cheir   increase   capitalization  of  war   time 
aarnings.      It  req.uired  less    chan   two  y«ars   for  the    petroleufii 
companies    to  earn  profits   eq.ual    co   their  entire  pre  war   capital 
stock.    In  three  years   they  had  earned  profits   equal   to   the    entire 
amount  of  their  largely   increased  aver^-^e   capital  stock  of   the 
inflation  perxod.       Copper  mining  farad  as  vsell,   earning  in  Lhree 
years  more   than   theii    entire   caoiual  stock.      It   took  approximately 
foijr   years   for    ^ne  metal    sixoducts   indusory    to  pile  up  profits 
eq.ual    to   ics    eapioal   scock.        While   the  steel   industry,    in  the 
fepurse   of    che   inflacion  period  took  profits   eoual   to  its   enormous 
and  infXaced  ca^ibal   stock.    Finally    che   textile   industry  may  be 
classed  with  'chese   chief  industries  of  America;    during   the   infla- 
tion  period  its   prctfics   also  multiplied  until   they   ecu.led  the 
entixe  pre  war   cajical   s  cock.        i'nrs    is  ;:;tir-ely   c.n  e::ti  aoji  dm^.i  ; 


i;ju 


reoorcL  »f  the  benefits  deriTed  by  capical  from  the  inflation 
period.   It  serves  conclusively  to  prove  the  correctness  of  the 
conclusions  which  .ve  are;.'  from  the  e:>;cessive  increase  in  prices 
as  contrasted  with  wages. 

The  average  per  cent  earned  on  capital  stock  is  shown 
by  industries  in  the  following  table:-  ^ 

19, 
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Per  Cent  Earned  on  Capital  Stoclc 
Inflation  Period  Contrastea  With  preceding  period. 


Industry 


Iron  &  Steel 

Coal  &  Coke 

R.R.  Equipment 

Petroleum  Products 

Copper  Mining 

Mis  C.Mineral  Llining 

Metal  Products 

Building  Material 

Packing  Houses 

Food  Products 

Sugar  Producing,  & 
Refining 

Agricultural  Supplies 

Textile  Mfg. 

Clothing  &  Dry  Goods 

Miscellaneous 

Mercantile  &  Mail  Order 

Total 


Average  Annual  Per  Cent 

Earned  on  Average  Capital   Stock. 


1912 

,-1914 

6. 

1^ 

7. 

0 

7. 

3 

ES, 

6 

ao. 

7 

8. 

.6 

IS 

.0 

5 

.7 

14 

.4 

7 

.5 

6 

.1 

7 

.4 

3. 

.5 

6 

.5 

7 

.0 

13 

.4 

9 

.1 

1916-1920 


20.7,5c 

15.8 

16,9 

34.1 

S5.8 

11.  6 

24.8 

15*0 

24»7 

13.8 

21.2 
11.5 
18.1 
11.4 
14.6 
18.2 
20.0 
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In  general,  then,  this  group  of  corijorations 
not  only  douhled  its  net  profits  expressed  in  dollars 
but  douhled  its  rate  of  profit  referred  to  capital 
stock.   The  profits  of  certain  well  known  concerns 
are  notable.   U.  S.  Steel  Corporations  showed  an 
average  net  income  of  ^163,954,497  per  year  as  com- 
pared with  an  average  of  ;Jp52,984,601  during  the 
years  1912-1914.   This  corporation  triple*  its 
net  income o  Bethlehem  steel  did  better  than  that, 
increasing  the  annual  average  from  $4,258,788  to 
#23,332,158. 

Big  coal  producers  come  in  for  their  share  of 
the  gains  of  the  inflation  period.  Pittsburg  Goal 
Co-  the  largest  from  which  returns  were  available 
showed  an  increase  in  average  net  profits  from 
$2,040,937  during  the  years  1912-1914  to  $7,976,119 
during  the  inflation  period. 

Baldwin  Locomotive  doubled  its  rate  of 
earnings,  the  net  income  increasing  from  an  average 
of  $2,688,867  per  year  in  19E->1914  to  an  average  of 
$5,475,449  per  year  in  the  inflation  period,  American 
Car  and  Foundry  more  than  tripled  its  average  net 
income,  increasing  it  from  $2,740,248  during  the 


years  1912-1914  to  $9,315,327  in  the  inflation 
years 

S\7ift  &  Co;  doubled  its  annual  average  net 
income,  increasing  it  from  $9,067,647  to  $19,062,568. 
Armour  &  Go.  shov/s  an  even  larger  proportional 
increase  from  $6,413,250  during  the  years  1912-1914  to 
vl7, 259,149  during  the  inflation  period.  Morris 
&Co.  lifted  its  net  income  from  an  annual  average 
of  $1,978,441  to  an  annual  average  of  $14,413,293, 

These  Packing  House  profits  are  peculiarly 
interesting  because  they  were  capitalized  and  thus 
became  a  right  to  future  increased  returns  from 
the  food  industry.  Prior  tp  the  v;ar  Swift  &  Co. 
tras  capitalized  at  $75,000,000  and  Armour  &  Co.  at 
$20,000,000.   Sv;ift  is  now  capitalized  at 
$150,000,000  and  Armour  at  $200,670,300.  Reports 
do  not  indicate  that  either  of  these  companies 
is  producing  a  very  much  greater  supply  of  meat 
products  than  it  was  before  the  period  of  inflated 
profits.  Certainly  the  country  did  not  need  capital 
expansion  in  the  industry  to  the  extent  shotJn.  The 

increases  are  related  solely  to  earnings,  and  the 
effect  will  consequently  be  felt  by  wage  -  earners 
all  over  the  country.       I  will  refer  to 
this  tendency  again.  I  wish  nov^r  to  take  up  the      \ 
best  evidence  available  as  to  the  total  corporate 
income  of  the  country  during  each  of  the  periods. 
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The  National  Bureau  of  Economic  Research,  has  made   a 
thorough  study  of  the  profits    of  all  corporations  in  the  country, 
based  upon  study  of  the  income  tax  returns   and  other  EO\irce&. 
The  following  table  shows   the  results   of   chis  study.    The  first 
column  shoijfs    the   actual  reported  net   income    of  all   corporatior.>- 
having  a     net   income  for  the  respective   years.      Due   to   the  j?;.'?;  t 
increases    in   taxation  for  war  purposes,    ho^Jiiever,    excise  and 
income    t;a.::es   must   be   deducted   to  get  an  estimate   of  net  profias. 
The   extent  of  such  deductions,    is  given  in  column  two.    in  estim- 
ating total  profits,    there  must  be   a  further  deduction   for   the 
deficits.      This   is  given  in  column  three.      The   final  net   income 
is    the  result  in    col-umn  four, 

Nat  Income   of  All  Corporations 
(National  Bureau  of  Sconomic  Research) 

Reported  Excise   and  Est,   ijet 

Income  Income  Taxes  Deficits  income 


1913  §4,714,000,000  $   47,000,000  ^  928,000,000  $4,000,000,000 

(S) 

1914  3,940,000,000            39,000,000     1,217,000,000  2,800,000,000 

1915  5,310,000,000             53,000,000     1,027,000,000  4,230,000,000 

1916  8,766,000,000          172,000,000          657,000,000  7,937,000,000 

1917  10,730,000,000     2,142,000,000   '       630,000,000  7,958, OOC , jlO 

1918  8,362,000,000     3,159,000,000          690,000,000  4,513,000,000 

1919  7,100,000,000     2,600,000,000          500,000,000  4,000,  OOl.,  000 
1920^^      7,000,000,000     1,500,000,000     1,000,000,000  4,500,000,000 


Total$55. 922, 000, 000  $39 , 938, 000, 000 

(3.)  In  estimating  net  income  in  earl^'  years,  additions  are  made 
for  income  not  reported.  This  accounts  for  seeming  discrep- 
ancy in   total. 

(4.)     Estimated  on   the  same  basis   as  previous   calculations    of 
K.B.S.R. 
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Note   the  trenii2ndoua   to  uJ„  of  U3«   i:-ouai&  rcjjo- o^^..  xu-    u^.<^ 
8  years,   $55,9SS,000,000.      The  sum  staggers   the  imagination.    It 
means   an  average  net  income  of  over  $7,000,000,000.     After  all 
taxes  have  been  deducbed,   and  all  deficits  have  been  subtracted 
the  total  net  corporate  profits  remain  at  approximately 
§40,000,000,000. 

Another   fact  is   in  teres  ting.During  the  years  1913  to    191f; 
r.3t   income  reported  averaged  $4,654,600,000-     During  the  latter 
years,   however,    it  ran  at   a  rate   of  §8,591,600,000  or  nearly 
.twice  as  large.     Even  with  the  deduction  of  war  taxes   and  defic- 
its,   the  average  net  income  remaining  during  the  years  of  in- 
flation exceeds    the   average  income  of  pre  war  years  by  over 
$2,000,000^000. 

Of  course,    these  enormous  sums  did  not    all  gD.    out  in  divid- 
ends.    Large  portions  were   added   co   corporate  surpl\:e  »      The 
National  Bureau  of  Economic  Research  has  caref\illy  worked  out 
the   apportionment   of  net   income  as  follows: 

Apportionment  of  Corporate  let   Income 
(National  Bureau  of  Economic  Research) 

Estimated  Addition 
To  Corporate  surpl"^s 

$  1,220,000,000 

619,000,000 

1,853,000,000 

4,548,000,000 

3,963,000,000 

1,945,000,000 

1,476,000,000 

1,575,000,000 

-Total  $39,938,000,000     $22,739,000,000     $17,199,000,000 
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Est. Net 
Income 

Estimated 
Total  Dividends 

1913 

^  4,000.000,000 

1 

2,780,000,000 

1914 

2,800,000,000 

2,181,000,000 

1915 

4,230,000,000 

2,377,000,000 

1916 

7,937,000,000 

3,389,000,000 

1917 

7,958,000,000 

3,995,000,000 

1918 

4,513*000,000 

2,568,000,000 

1919 

4,000,000,000 

2,524,000,000 

1920 

4,500,000,000 

2,925,000,000 

1 


Most  of  us  would  say  that   tlie    total  dividend,  payments, 
amo-anting  to  ^22,739,000,000   ,    in   the   course   of   ei^ht  :'ears 
was  a  pretty  good  shelving.     The  additions    go  corporate  stirpluE, 
totaling  $17,199,000,000  are  enormous.      This   corporate  stirplus 
■.';as  accumulated  for  two  main  purposes: 

(1)  For   the  expansion   of  physical  plant. 

(2)  For  reserves    to  protect   the   corporation. against 
future  losses   d-aring  the  deflation  period. 

This   last   fact   is   very   important,      it  means   that   the  cor- 
porations ^;:ere   certain  that   prosperity  was   on  a  false  basis 
and  that    chey  were  hordir^  away  enough  to   carry    i:hem  through 
the  deflation  withouifc  hardship.     Evidently  capital   came  out  of 
the   inflation  period  equipped  to   carry  the  burden  of    the 
deflation  period.    This  will  be  referred  to  mox'e  at  length  later 
on,   when  v7e   consider   the   q.uestion  as   to  what  part  of  the 
community  is  no"c   baarin^  its   share  of  tno  deflation.   The  nation 
accumulates   capital  for  building  plants    and  savirigs    to  make  i^ .  a 
years  lass  hard.     Corporation    are    uoday   the   custodians,      shall 
they  be   allowed  to  use   these  savings   of   rhe  nation   to   guaranty.:, 
property  a  co^itinia^on    of   fat   incomes   during  periods  when  wagec 
are  falling  and  millions   are  ^.i/ithout   work? 
Profits    of   Identical  Corporations,   1912  -  1920 

The  previous  section  gives   a  picture   of   uhe  situation  of 
all  corporations,    small  and  large,    efxicient   le  d  inefficient, 
fortunate  and  unfortunate.      In   order   to  assess   the  situation  of 
the  larger   corporatiom    in   control  of  the  major  necessities, 
and  at   the  center    of   the  Ration's   economic  life,    it  is  necessary 
to  trace   the  fortunes   of  a  smaller  group   of  identical  large 
corporations   throughout   the  period  in   que&Gion.      Ih©  followin--^ 
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table  sho'.-js  the  net  earnings  of  2Co  iai^e   industrial  corpor- 
ations; 

Eex.  Income   of 
205   Inius trial  Corporat  1.0ns 
(national  Bureau  of  Economic  Researcn) 

1913  $   420,000,000 

1914  315,000,000 

1915  585,000,000 

1916  1,045,000,000 

1917  1,032,030,000 

1918  777,000,000 

1919  671,000,000 

1920  672,000,000    {BstiniatecL} 

The   e:x:traorainar-y  levels  rsacned  bv    che   income  of   these 
corporations   during  1:116  period  v;hen  prices  ranged  farthest 
ahead  of  wages   are  shown  sraj/nicall;'   on   the   chart  which  faces 
this   table. 

Profits    of  Ea'Gional  Banks 

In  any  consideracion   of  corpoi-cte  piofits   during    this 

NO* 

period,    the  National   banks   shoiild^be   neglected.    The  figures 
covering  their  net  income  as   published  by  the  Controller   of 
Currency/   show  clearly'    thao   the  inflation  period  meant   a  steady? 
increase  in    che   profits   of  cheee   ine  titutio:'£  .      These  net  earn- 
ings  are  shown  in  the  following  brief   table. 
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BarniA'-TS  of  Ka.tiouB.^  Bo.nl:3 
(•gi!r«'Bi'ei:b-argr   ox'  tlie  c^-^T'-ncy) 

ISj-3  I     161,000..  000 

1914  149,000,000 

1915  ,  y  la?, 000, 000 

1916  158,000,000 

1917  194,000,U00 

1918  ais,ooo,oco 

1S19  240,000,000 

1920  282,000,000 

'Ihe   chart   facing  this    talkie  shows    the   development   of 

Nations^   bank     Jtncome   graphically. 

Dividend  amd  Interest  Payments 

As  a  final   indication  of  the  steady  increase   in  the 

returns   actually  paid  to   investcc  s   by  corporation's,    I  wish  to 

call  attention    to  the   following  'zr-u:;:r,ciry    of   dividend  and 

interest   payments   published  by   the  Ne\'?  Yorli  journal  of  commerce, 

Ihese  figures   represent  monthly  average   payments. 

Dividend   ^  Interest  Payments 
(K.Ye   Journal   of  Commerce    ) 

Mo.Av,   1913        $      ]-43,0C0,000 

"      "■        1914  149,000,000 

H  II 


It       n 


1915  155,000,000 

1916  178,000,000 
"  "  1917  199,000,000 
'<   "    1918  252,000,000 


II    u 


n       u 


1919  266,000,000 

1920  285,000,000 

later   in  my   presen-caijxon  I   cm  j^oin?  to   shov.   that   the 
expenditures   c£    families  wich  higher   incomes   are  not    affected 


1  1  '^ 

J.  »J  »■* 


in  the  same  degree  or   bo  ths  sai:e  anicunt  by   o'uzn2,^b   in  tlie  cost 
of  living  as   are   incoaea  wliioii  are  entteely  absorrbed  ixi  providing 
the  mere  essentials   of  a-^^-iPtar  ce .     The  pc.ymenb  of  such  enormous 
returns    to  proper?;yt    riair;^    "^o  ever  ."^.S,  OOC,  JOO,  ""-OO  a.  year  for 
t>iree  years  running,   when  added  to   the  unusuaH.   accumulation  of 
.iurjluses,   meant  very  lar^e  sims  in  the  hands  of  the  rich  await- 
ing an  opportunity  for  investment,  E:ere   are  returns  actually  pa::0 
to  property  totaling  over  ^19,500,000,000  in    ■:he  course  of    8  yrso 

This   fund  available  for  in-i/estmsnt  togecher  vi/ith    the 
capitalization  of  large  but  unstable  war   earnirjgs  had  results 
v;hich  in  part   explain   the  present  disjointed  Indus ti  ial 'situation. 
I  shall  deal  V7ith   this   at  eome  length  lacer   on^   Here  I  want   to 
point   out   that   the  spending   or   investing  of   larger   and  larger 
income  from   _ proper cy    tende    to   crowd  productive  labor  out  of   its 
share   in  national   aKaeae-.Ihe   ci  gani'^ation   of   Jhe  nation  for 
the  b-usiness   of  life   is  ^e^.ti.'^g  top  heavy^ 
Increase   in  Ca;pitaliz3/Gior ^^l§^ Fixed  Charge s 

The   situation   is   clearly   foreoold  in  the  great   increases 
in  capitalization   and  fiiced  charges,      Theee   increases  were  in 
most  cases  made   on   the   assumption    chat    ohe  expansion  of  profict, 
and  of  the   total  National   tncome,   was  permanent,    rather   than 
being  due   to  a  temporary  inflation- 
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Amount 

Index 

index  of 

1913  -  100 

Corporate  income 

1913 

0  1,644,000,000 

100 

100 

1914 

1.440.000,000 

87 

70 

1915 

1,440,000,000 

87 

106 

1916 

2,180,000,000 

133 

198 

1917 

1,524,000,000 

93 

199 

1318 

1,344,000,000 

82 

113 

191';. 

3,024,000,000 

184 

100 

19  EO 

3,108,000,000 

189 

112 

Here   is  something  o^rer  $15,000,000,000  added  to   the   capit- 
alization  of  existing  corporations.   Observe  the  great  increase 
in  new  capital  issues    in  1919   snd  1920.      These   amounted  to   a  cap- 
italization  of  the  large  earnings  of  previous  years,    although 
corporate   earnin:^  h-ad  already  shrunk '  considerably.      This  must 
lead  ineviifeably  tao  an  attempt   to  sec\ire  a  larger  share  of   the 
national   income  for  the  owners   of  these  corporate  secu.rities  in 
order  to  maintain  an  appearance  of  real  valu©  behind   ohem.     An 
examination   of  the  next   table  which  shows    the   total  capitalization 
of  new  corporations   during  the  inflation  period  will  make  the 
situation  even  clearer. 

Note  that   the   table  includes  an  index  number  showing  the 
rate  of.  growth  of  new  incorporations  also  m    index  number   tracing 
the  changes   in  corporate  income  for  purposes  of   comparison.      It 
must  be  remembered  that  interest  and  dividends  on  all  new  capital 
must   come  out  of   corporate  income,    and  that   the  existence  of 
increased  capital  ixaans  great  pressure  to  increase  the  size  cf    .o 
total  corporate  profits. 
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ye, 7  Cor^.) jrat;".oj.£ 
,    (N.Y-   ooxarnal   of  CoLomerce, 

Principal  Easjern  States) 


1913 

1914 
1915 
1916 
1917 

1918 
1919 

i9ao 


Amoun  t 

$2,064, COO, 000 
1,440,000,000 
1,980,000,000 
3»3E4,000,000 
4,476,000,000 
3,196,000,000 
12,684,000,000 
15,000,000,000 


Iniex 
1913-100 

index  cf 
Corporate  Tri«30u:e 

100 

100 

70 

70 

96 

106 

161 

198 

217 

199 

106 

113 

613 

100 

725 

112 

This   table  bears   eluouent  tesiimoni'   to    b^e  hopes  raised 
lay  the  large  proxies   ox    che  War   and    ohe   inflation  of  1919-1920<. 
Corporate   income  wouH    have  had  to   jrow  s_ix  times  faster   tEan 
it  did  to   justify    the  nev;   incorpcc  a:;iona   of  1919   and  1920   - 
insofar   as   these   corporations  represented  new  enterprise  rather 
than  merely  a  change   in   form  of  organizations 

Between  additions    to    the   capital  of  existing  corporatiore 
and  new  incorporations  the  country  enters    the  deflation  period 
with  nearly  $60,000,000,000  authorized  additiore     to   corporate 
capital.      Such  a  situation   tends  materaally   to  influence   the 
wage  problem  as   I  shall  show  later. 
19. 


The   fact   tiiat  the    increase   in   capitalization  to 
whicla  I  have   just  referred  v<as  out  of  all  proportion  to 
probable    future  national  income  appears   very   clearly   in 
the  following  table  l^.^ich  the   indez  numbers   of  new 
capital   issues   and  new   incorporations   are   placed   side    tiy 
side  with  the   index  number   of  national   income. 
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Increase   In   Capitalization 


Compared  with 

Increase  in  lational 

In  c  ome , 

Kei«  Capital 

NEW 

National 

Issues 

Incorporations. 

100 

Income. 

1912 

100 

100 

1914 

87 

70 

97 

1915 

87 

96 

105 

1916 

123 

161 

132 

1917 

93 

217 

157 

1918 

82 

106 

177 

1919 

184 

613 

198 

19|0 

189 

725 

209 

In  reading  this  table   it  must  be  remembered   that 
the   index  number  representing  national  income   is  based  on 
the  money   value   of  that   income,      in    other  words,    although 


it  appears   ttiat  national   income  i^as   in   1920     xuir^u  more 
thac  in  1913,    the   fact  is  that   in  actual  goods   produced  this 
represents   an  icErease   of  only  15/o.      I   shall  take    this  mattez- 
of   increase   in  physical  production   up   later  when   i   discuss 
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ttie  question  of  amount  of  goods   for  digt?*aibution.     Here   I 
Bliflt)iy  want  to  point   out  tbat  even   if  capitalization   had 
increased  only  as  fast  as  national  money  income,    ttiese  nev; 
stocks   could  not   have  retained  their  par  value  unless  the 
high  price   level  and   inflation   had    continued,    the   only 
alternative  -jvoui-d  be   that   a  largei    sUare   of   national  income 
should  go  to  capital. 

You  see   I  am  working  toTt>ard   an    idea  of  the    just 
share   of  capital  and  labor   in  the  deflation  ^zvhich  folloised 
the   inflation  ^.hich  I  am  tracing.      And  I  am  pointing  out   that 
the  capitalization   of  this  period  ^aa  in  terms   of  dollars 
that  TRere   only   fifty   cents  more   or   less,      when  ^;e   come   to 
deflation   the   question  will     naturally  present   itself, 
whether   all  stocks  and  bonds  which  $jCiS''"°lly  represented 
50  cent  dollars,    shall  continue   to  hold   their  right  to  a 
full  dollar's   share   in   national  income  Tihen  the  deflation 
begins. 

T«ithout,    however   getting  ahead   of  my  story,    it 
must  be  clear  to  all  jihat  the  immense   over  capitaliziation 
of  these  years   of   inflation  must   lead   fo   one    or  both  of   t,'.o 
results   as   soon  as  deflation  began.      These  are: 

(1)      Immense   losses   of  capital  value, 

(£)      large   share   of  the   national  income^ 
diverted  to  capital. 


KOW  HIGH  PROFITS   HAVX   BESK  JUSTIFIED. 

It  has   been,  usual  to  meet  attacks  on  such,  high 
profits   as   i  have  shoTf,n  with  the  statement  that  they  are 
justified  in  terms   of  the  relative    insecurity  of  all  profits, 
in   other  ^ords,    it  is  general   belief  that   the   investor  runs 
a  chance   of  making  do  profit  when  he  undertakes   the  building 
up  of  an  industry,    and  that  he  is   therefore   justified   in 
taking  large   profits   sLl  he  succeeds.        Justification   of 
large   profi.  ts  also  rests  upon  the  assumption  that  capital 
bears  the    brunt  of  bad  years   and   therefore   deserves   to  reap 
the   chief  part   of  the   harvest   of  good  years.      According  to 
Mr.    Rockefeller's   statement,   q^uoted   in   another  exhibit: 
"in   order   to   live   the  wage  earner  must  sell± 
his    labor   from  day   to  day.      Unless   he  can  do 
this,    the   earnings   from  that  day's   labor   are 
gone   forever.      Capital  can  defer   its  returns 
temporarily  in   the  expectation  off  future 
profits,    but  labor  cannot.      If,    therefore, 
fair  \s.ages  and  reasonable  living  conditions 
cannot   otheriaise  be   provided,   dividends  must 
be  deferred  on  tihe   industry  abandoned." 
flow  I  want  to  examine  this  q.uestion  of  the  risk 
which  capital  is  supposed  to  run.      it  may  be  that  vse  can 
find  some   interesting  facts   as  to  the  relative   security  of 
the  return  to  capital  as  contrasted  with  the  return   to 
labor. 


TOO  KINDS   OF  RETURK    xy   CAPlT.riL._ 

Broadly  speaicing,    ttere  are    .wo  channels  tlirougli 
wtiicti  capital  dravvs   its  returns    out   cf  the    income   of  the 
country.      These   are: 

(1)     profits.      These  are  generally  paid  by 

corporations    in   dividends   and  are  supposed 
to  be  contingent  upon  the   success   or  failure 
of  the   concern.     Dividends  are  not  supposed 
to  be  invariable   from  year   ttoyear,   vshether 
business    is  good    or  bad.      If  the  business   is 
badly  run   or   consumers  do  not  require   the 
full  service    or   output  of  the   concern,    it 
is   perfectly    just   that   these  returns 
vanish  altogether. 
(£),      Interest.     Y-hen   a  corporation   finds   itself 
unable   to  meet   certain  bills,    either  cur- 
rent  or   in   terms   of  an   addition  to  the 
plant,    it  may   torrov;^  money   just   as  an    indi- 
vidual might  go  to  a  loan  shark  and  pai«n  a 
v«atch  or  mortgage   a  house.     Money   is   bor- 
rowed  at  a  certain  rate   of  interest,    and 
this    interest  must   be   paid,   rain   or    shine. 
If  the  concern  cannot   pay  the   interest,    the 
ovvners  are  dispossessed  by  the   loan   shark 
and  the  plant   is  either   sold   like   the 
pawned  watch  or  the  house   m  ¥Jtiich  the  mort- 
gage has  been   forecloBed,    or   it  is    operated 
for   the  profit   of  the  loan  shark  * 


Xn   olden  time    ttiese   lenders   of  money  were  called 
Usurers,      Today  they  are   called  bankers.      Tbe  interest; 
payable   on   smcfci  loans  is   called  a  fixed  charge  in   the   busi- 
nessi        Faturally   the   oTi'ners   of   the   stock  in   a  corporation 
liill  do  everything  in   their    power   to  keep    up   the   interest 
payments  so  as  not  to  lose   control  of  their  concern.      Th'ess 
loans,    if  they  are   to  run   for   a  long  time,    are   generally 
raised  by  an   issue   of  bonds,   Yvhich  is    called   the   bonded 
debt   of  the   corporation. 

It  has   been   pointed  out   that  the   owners  will  do 
everything  in   their  power  to    keep  up   the  interest  payments. 
If  business    is   bad   they  will,    cf  course, feel  a  tremendous 
pressure  to  rdeuce  wages   of  their  workers  so  as   to  get  a 
big  enough  margin   in  the  small  amount  of  product  to  pay 
interest  on   the   bonds. 

In   other  words,    although  on   the   old  theory 
dividends  will  be  suspended   before  wpiges  -   thereby  giving 
a  seeming   first   place   to   human   life,    in   interest   there  is 
a  form   of  return  to   capital  Which  has   a  priority  claim   over 
wages  -    over   employment  and  living  standards, 

GROWTH  OF   INTEflEST  PiiYMElTS. 

A  generation   ago  nobody  paid  much  attention   to 
thia  matter   of    interest  because   industrial  and  transporta- 
tion corporations  did  not   Carry   heavy  mortgages    (bonded 
indebtedness j.  If  they  were   forced  to  borrow  money   in 

this  way.,    they  acted  like  a  normal  man  and  paid  it  off  as 
fast  as  possible  in  good  times,    so  as   to-relieve  both 


stockkiolders  and  wage  earners   of  tfcie  pressure  wkxiQki  the   fixed 
ctiarges  exerted  on  ttism. 

But  since  1890  to  1900  bottx  small  stookkiolders  and 
wage  earners  in  corporations  have  been   feeling  a  heavier  and 
heavier  pressure  from  the   "fixed  charges",    '^'       Today  in  the 
iron  and  Steel  Industry  and  the  Railroad   Industry  particular!, 
the  wage  earners   are  facing   this  pressure   in  the  justification 
for   severe  wage  reductions  on  the  ground  that  ^without   them  t'r-s 
corporations   cannot  meet  these  fixed  charges  and  will, go  bank- 
rupt. 

It  is  not  the  intention  here  to  trace  growth  of  rail- 
road bonded  indebtedness  until  it  represents  more  than    one- half 
the   capital  liabilities,    over  111,000,000,000.        This  usurers 
mortgage  in  the  transportation  system  %ill  be  discussed  in 
another  part   of  the  case.     Here  the  purpose   is   only  to  note 
the  recent   intensification  of  this  program,    and  to  note   its 
significance  as  it  concerns  wages, 

PREDCMIUMCE  OF  BOND   ISSUES   IM  REGEKT  YEARS. 

The  following  table   traces  the  issue  of  Railroad 
securities   since  1914: 


ISSUES   OF  RAtlfiO iO)  SECURITIES    -    .193.4:    -    1921. 


Year. 

BoudSc 

■           1  ; 

WoteSo 

Stocks. 

1914 

^ 

42S, 000, 000 

$ 

422,000,000 

1  75,000,000 

1915 

( 

541,000,000 

217',  000,  000 

22,000,000 

1916 

S59,000,000 

r9ii,ooo,ooo 

110,000,000 

1917 

19:4,000,000 

208,000,000 

59,000  000 

1918 

159,000,000 

257,000,000 

1,000,000 

1919 

135,000,000 

72,000,000 

- 

1920 

256,000,000 

22,000,000 

- 

1921 

629,000,000 

16,000,000 

- 

TOTAL 

$2, 

796,000,000 

|1, 

626,000,000 

|227 , 000, 000 

It  will  be  noted  ttiat  Bonds  and  Notes   issued  exceed 
stocks   issued  almost  tv.enty   to   one.      These  represent  the  rail- 
roads dealings  Viitti  ttie  money  lenders  -   they   create  fixed 
charges.      The  growth  of  such  fixed  charges   as   it  affects   the 
workers    is   similar  to  the   growth  of  a  mortgage   on  the  farm. 

Of  even  more   interest,    however,    is  the   growth  of 
bonded   indebtedness   in   connection  '«ith  industry  and  public 
utility   corporations.      This  is   shoTftn   in  the  following  table; 
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ISSUES   OF   IKDUSTRiaL  AID  HJBLIC  UTILITY   SECU£IEIES 


1914  - 

1921. 

Year. 

Bonds. 

Notes. 

Stocks. 

1914 

f 

B.|§,000,000 

1 

104,000,000 

1;  IS? 7000^00. 

1915 

242 , 000, 000 

111,000,000 

-3Qg,000,OOJ 

1916 

526,000,000 

200, 000 , 000 

672,000,00.. 

1917 

249,000,000 

244,000,000 

416, 000, 000 

1918 

191,000,000 

441,000,000 

296,000,000 

1919 

499,000,000 

467,000,000 

1,566,000,000 

1920 

878,000,000 

629,000,000 

1,071,000,^00 

1921 

1 

,276,000,000 

210,000.000 

278,000,000 

TOTAL  14,185,000,000  |2,    416, 000,  Oa)$>4,788,000, 000 


Although  heavy  fixed  charges  have  been  more  char- 
acteristic of  the  railroad   than   q£    other  corporations,    it 
Vvill  be    noted   that  Bonds  alone  nearly  equal  the   issue   of 
stocks  during  the  eight  years  sho^n,   and  that   liabilities 
carrying  fixed  charges  amount  to  half  a^^in  as  much  as  the 
securities  Ymich  ta.-c.,   the  fortunes   cjf   business,   according 
to  accepted  theory,,, 

continuing  these   two  tables  we  get  an  interesting 
set  q£    totals  showing  the   increasing  tendency  to   create 
bonded   indebtedness   or  fixed  charges  throughout  industry. 


BONDS,  NOTES,  A^fO    STOCKS  ISSUED  BY  RAILROAD  AND  INDUSTRIAL 
GORPORATIONS:  ANNU>flL    TOTALS 
.    1914  -  1921     

(unit    _  f  I,.  0,0  o  .  o  o  q,  o  o  o) 


$  2.,  o  0,  o ,  a  o  o ,  o  o  o 


-it.^'J,  S   0,   0  O  0  ,  0  0  o 


I,  £  0.0,  0  0  0  ,  0  o  o. 


^$  \  ,2  S  0,  Q  o  o  ,  o  a  Q- 


..iU^.iLfL,.afja.^!p:.o  d. 


,^7^A^laA^.lD  0  d 


.5    00,000,000 


j^     2£. 0,000,  0  00 


,191.4  ISIS  1916  1  8  I  7  .I- 9  I  8  I  9' I  9  19  2  0         19  21 


ISSUES   OF  CORPORATE   SECURITIES. 


1914*-  19£li 

'5&r^ 

. 

Bonds. 

Uotes. 

Stocks. 

Total. 

J.914 

1 

648,000.000  1 

526,000,000 

1 

£62,  000,  000  1 

1,426, 000,  OCO 

'315 

78S,000,000 

S28,000,00e 

£24,000,000 

l,4^5,000,000 

1916 

894,000,000 

511,000,000 

786,000,000 

2,187,000,000 

1917 

52S,000,000 

552,000,000 

455,000,000 

1, 580, 000, 000 

191« 

S60, 000, 000 

698,000,000 

297,000,000 

1, £45, 000, 000 

1919 

6^4,000,000 

540,000,000 

li 

,566,000,000 

2,740,000,000 

19S0 

1, 

,2S4,000,000 

661,000,000 

1 

,071,000,000 

2^966,000,000 

1921 

1. 

,915,000,000 

226,000,000 

278,000,000 

2,419,000,000 

TOTAL  $6,981,000,000  $4^042,000,000  $5, OSS, 000, 000  |16,058,000,000 


The  accompanying  olaaJft  gives  a  grapkiio  picture  of 
the  corporate  financing  shown  here. 

Aside  fron  the  enormous  amount  represented  by  tae 
bonds  and  notes  issued,   the  mo£t  interesting  fact  in  the  table  ie  - 
abrupt  increase  in  the   bonds   issued  during  1920  and  1921,  ifchen  the 
mojD*y  rate  w.as  fairly  high  but  the  prospects  for  profits  declin- 
ing.    During  thie  period  it  v;as  also  reported  that  f  inanetere 
were  absorbing  bonds  at  low  prices.     This  may  indicate  two  things: 
(IJ     The   intention  to  guarantee  their  right  to  feed  on  national 
income  even  at  the  »3Bp6nBe  of  bread  to  the  many,      (2)     The  in^ 
tention  to  use  the  control  of  bonds   (.fixed  charges)  as  a  means 
to  exerting  pressure  -in  the  direction  of  securing  control  of 
corporations  not  ccmpletely  dominated,   and  also  of  breaking  doY.q 
labor's  attempt  to  share  the  control  q£    its  own  life. 


/f? 


INGRE^E   IN  fL:\TES   OF  INTEREST. 

As  I  tiave  shown.   Capital  is  rapidly  increasing 
its   fixed  returns  by  ttie  issue  of  bonds.     But  this  is  not 
the   only  basis  o©  vtfhich  the   income  guaranteed  to  capital 
has   been   increased  during  the  last  two  years.     For  years 
the  rate   of  interest  on  railroad  and  public  utility  bonds 
was  about  4^4).       Yet  a  compilation  of  recent  bond   issues 
shows   the  average  yield  to  be  as  follows; 

RATE   OF  INTEREST   OF  NEW  BOND  ISSUES. 


(Com^led  froij^  Financial  Review  and 
Commercial  and  Financial  Chronicle.) 


Average  Yield* 
1919.  1920. 


Railroad  b,9Z<^  6.94Jfa 

Public  Utility  6,68  7.6S 

Industrial  6.59  7.28 

Ihe  shifting  of  the  rate  of    interest  is   shovsn 

graphically  by  the  following  table  of  municipal  bond  issueq. 

Whereas  in  1901,   49^  of  the  total  bora  fc|J^. lBt»re6t,    in  1920 

49^  bore  higher  than  5^  interest. 
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subsistence  necessary  to  maintain  a  working  force 
to  man  the  factories. 

Our  analysis  of  a  great  amount  of  data  has  also  con- 
vinced us  that  it  is  the  aMlity  of  those  who  control  30'bs 
to  force  producers  to  bear  the  burden  of  deflation  in  re- 
duced purchasing  power  which  intensifies  and  prolongs 
these  periods  of  depression  and  unemployment.  In  the  last 
analysis  it  is  the  consumer's  purchasing  power  directed 
toward  procuring  the  necessities  of  life  which  drives  in- 
dustry. From  the  production  of  iron  ore  to  the  baldng  of 
bread,  the  whole  process  is  answering  the  demand  of  the 
consumers  for  food,  clothing,  housing  and  fuel.  There- 
fore the  way  to  steady  the  whole  system  is  to  consider  of 
first  importance  steady  and  adequate  purchasing  power  in 
the  hands  of  the  millions  of  families  composing  the  coantry« 

In  the  light  of  this  point  of  view  I  want  you  to  look 
at  the  curves  on  our  charts ,  They  show  the  extent  to 
which  the  purchasing  power  of  the  community  is  denied 
any  kind  of  stability  as  a  result  of  making  profits  and 
not  human  well-being  the  end  of  industrial  and  business 
activity.  Contrast  the  instability  of  labor's  purchas- 
ing power  with  the  relative  stability  which  we  have  just 
shown  to  have  been  achieved  by  capital. 
Deflation  of  the  Automobile  Industry. 

The  following  table  with  its  accompanying  chart  shows 
the  abrupt  break  in  the  purchasing  power  of  automobile 
workers  as  a  group.  It  also  shows  the  creation  of  a  large 
enough  surplus  of  labor  to  break  the  labor  market  in  that 

industry.  The  two  tables  covering  this  industry  are  based 

on  payroll  figures  reported  to  the  N.Y. State  Industrial 
Commission, 


TOTAL  PAYT.OIL  ^^D  MUMBLE   aiPLOYSD 
IM   MAMJFaCTURS  of   AUTukOBILES.    Cj^EIaGES   aSD  ^IKPL^SS 
AS  rriPORTLD  TO  IO¥  YORK  SgATE  IMDUSTHIAL   GOMMISblQ^T 

(INDiiZ  NUKBLRS    SaSEj3  ON   JjiNUARY  1918   -   100) 


TOTAl  PEYROLI 


« 

1918, 

1919. 

1.920. 

1921, 

Jan. 

100 

115 

145 

78 

Feb, 

113 

115 

147 

83 

Mar. 

126 

118 

161 

78 

April 

128 

115 

154 

87 

May 

130 

108 

157 

77 

June 

132 

110 

150 

76 

Jaly 

125 

119 

146 

75 

Aug. 

144 

122 

121 

71 

Sept. 

147 

130 

97 

69 

Oct, 

140 

135 

95 

71 

Kov. 

129 

129 

88 

70 

Dec. 

138 

140 

82 

63 

■  MIMBSR  EMPLOYED 

Jan. 

100 

6S 

95 

47 

Feb. 

101 

90 

96 

40 

Mar. 

108 

90 

101 

47 

April 

108 

89 

100 

53 

May 

107 

82 

96 

47 

Jane 

107 

83 

82 

47 

July 

107 

88 

89 

48 

Aug. 

J.08 

89 

m 

47 

Sept. 

107 

94 

6^ 

49 

Oct. 

102 

96 

59 

49 

Nov, 

108 

94 

5i 

50 

Dec. 

108 

93 

51 

46 

19 


The   "break  in  this    into-stry  came   in  April,   Note   that 
between  Mjxreh  1920  and   the   end   of  the  year  the   purchasir-' 
power   of  vi/age    earner v<3   in  the   automobiHe    indij-stry  fell 
almost   50^.    This  meant  a   tremendous   decrease   in   the  de^ 
m.and   for  necessities    of   life.   During   the   same   period 
nearly  half  the   wage  earners   in  this  industry  were   throvr. 
on  the   labor  market  as   siarplus ,    [Phis   shows  graphically  t.-.p 
operation  of   the  law   of   supply  and  demand  in   the   labor 
market   in  a  period  of  depression*    The  lack  of  stability 
in  purchasing  power  accorded  to  wage   earners  as  a  group 
is  very  apparent   in  the  curve'  of  Wages  traced  across   the 
chart.    The   first  problem  of  the    counti-y  is   to  make   the 
steady,    adequate  purchasing  power   of  all   productive  work- 
ers a   first  charge  upon  production.   This   is  the    only  way 
in  which  a  vv?ell  balanced   system  can   be   achieved.Until  that 
is   done,   unempl 03mie nt   conferences  will  be    futile.   Tre- 
mendous  drop   in  Purchasing  Power   of  Knit  Goods  Workers. 

An  even  more   striking  drop   in  the  purchasing 
power  of  a  group   of  workers  is   shown  in  the  next  tables 
with  the  accompanying  chart,   whidi   shows  the    course   of 
employment  and  total  wages  paid  in   the  Cotton  and  Woolen 
Hosiery  and  Knit  (Joods  Industry  in  B.   Y.    State.   Glance   at 
the  line  which  follows   the  payroll.  Between  April,   1920 
and  the   end  of  the   year  the   total  purchasing  power  of   these 
wage   earners  was  cut  approximately  two-thirds,    the  index 
number   falling  from  204  to  68.   I  want  you  to  read  into 
this  what  i'5  meant  in   terms  of  decreased  demand  for  goods 
and   consequent   intensification  of  the  depression  and   of 
unemployment   in  other -industries.   Polliowing  the  curve   of 


.191 


employment  we  note    that    In  the  same  period  nearly  two 
thirds   of    the  workers   in  the   industry  were   given  a   taste 
of  temporary  or  permanent  unemployment,    the  index   of 
number    employed  falling  from  104  to  36.    The   surplus   of 
Lahor,   a   little    of  v^iich  tends  to   break  the   labor  market, 
was    increased  to  that    extent.   The   extraordinary   drop   in    ':.e 
line   following  the  payroll  in  this  industry  is  sufficiently 
striking  to  need  no   farther    comment. 


irOTjiL  PAYROLL  M^J)  NUMBH^  HiPLOYSD 


IK 

C0T20H 

AlID   W0UL2K  HOSIL^Y  MJ)  XUID  GOODS 

AS  EEPuRSi'L) 

TO   KilV 

Y^im.   STaIS  IKDU^TRIaL   COMMISSION 

( INDSX 

IJUMBSRS   BAS:JD  OK  JAK.    1918   -      100) 

TOTaI  PAYROLL 

■101% . 

1919.                  1920. 

1921. 

Jan. 

100 

129                        189 

49 

Feb. 

119 

105                       179 

80 

Mar . 

135 

108                       201 

97 

April 

138 

110                      204 

111 

May 

141 

122                      19  5 

117 

Jane 

145 

140                       190 

122 

July 

150 

153                       177 

;o5 

Aug. 

150 

162                       168 

111 

3ept . 

154 

156                       154 

124 

Oct. 

129 

165                      110 

138 

llov. 

131 

165                        80 

136 

Dec. 

144 

179                         68 

128 

MJMBSR   5I.!PL0Yii'D 

1918 

1919                    1920 

1921 

Jan. 

100 

87                       103 

29 

Feb. 

101 

80                        99 

47 

Iviar . 

104 

80                      104 

59 

April 

105 

79                       104 

66 

May 

104 

86                      100 

68 

Jane 

101 

92                         95 

71 

Jaly 

102 

96                         89 

55 

Aag. 

102 

99                         86 

68 

Sept. 

99 

95                         78 

74 

Oct. 

90 

98                         59 

81 

IJov. 

98 

99                        43 

83 

Dec. 

95 

103                         36 

79 

19 


U.  S.  Department  of  La'bor  figures  to£   this  same  industry 
show  the  same  break  in  the  purchasing  power  of  the  m^ge   earners 
fot  the  country  as  a  whole.  In  the  folloi;sing  table  it  ap~ 
pears  that  the  total  number  employed  began  to  fall  off  in 
May,  1920.  By  January  19E1  the  index  number  has  fallen  from 

108  to  50  or  by  approximately  54^.  Over  half  of  the  employees 

.1 

made  potential  competitors  for  the   jobs  still  held  by  the   other 
half.     During  the  same  period  the  payroll  index  drops  from 
251  to  89,  a  decrease  in  purchasing  power  amounting  to  nearly 

These   decreases  are  sho\nn  graphically  in  th©  chart  facing 
the  table. 
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T'jTaL    J'.-YROLL  AtTD 


.^^LOYWD 


IE  ffOSIS 

:;Y  AND 

U1TDE3JEA 

~L.A30E 

D?OnTED  TO 

DEPT.  OF 

(ILID^ 

ijA  LUI'iBEiLj 

BASED 

ON  JAN. 

1916  -  100 

TOTAL 

PAYROLL 

1919 

1920 

1921 

Jan. 

159 

229 

89 

Feb. 

144 

219 

113 

Mar . 

141 

239 

129 

Apr, 

140 

251 

139 

May 

157 

243 

148 

June 

179 

240 

152 

July 

187 

205 

138 

Aug, 

195 

195 

155 

Sept. 

195 

176 

155 

Oct. 

201 

148 

169 

Nov. 

200 

119 

168 

Deo, 

223 

97 

- 

NU]VIBER  a:PIOYSD 

1919 

1920 

1921 

Jan. 

97 

107 

50 

Feb. 

90 

106 

60 

March 

90 

107 

68 

Apr. 

91 

108 

73 

May 

94 

105 

78 

June 

99 

100 

80 

July 

101 

97 

77 

Aug. 

102 

92 

•   81 

Sept . 

101 

86 

85 

Oct. 

105 

77 

89 

Nov. 

105 

68 

92 

Dec. 

107 

53 

- 

Abrupt  Decrease   In  Purchasing  Power   of  '7orkers   in 

Machinery  Industry. 

The   next   two  tables  with   tlx    accompanying 

chart   show   a  similar  sharp   drop   in  the     purchasing 

power   of   employes  engaged  in  the   nanufacture    of 

machinery  and  electrical  apparatus.   In   connection  with 

this    industry  the  figures  are    those  reported  to   the 

¥.  Y,    State   Industrial   Commission.    On  the  chart  the 

sharp   decline   in  total  payroll  is   very  apparent.    The 

decline    started  v/ith  April,    1920.    By  the  end  of   the 

year  the  purchasing  power   of  this  group   of  wage   earners 

had  fallen  from  161   to  82   or   by  approximately  50fo* 

In  this    industry  the   decrease    in  number  employed  was 

long 
not  so  rapid  but  was  more/drawn  out.    By  the  end  of 

1921  about    45  percent    of  the  workers  in   the   industry 

had  been  added  to   the   ranks  of   surplus   labor,    the    index 

number   teving   decreased  from  99  to   53.   All  these  workers 

thus   became    potential   competitors    for   the   jobs  available 

in   this  and   other    industries* 


TOTAL  PAYROL]!I.'..AUD  IIUMBSR   EMPLQYSJJ 
II.iiAC.i:xIULRY  MAI7UF  AG  TURING  (  INCIUSlIIG'SLrCiIlICAL 
APPARJTJiS)  iia  EL^PQRTSl)  TO   IITW  YORK    ^TAilL^  BTBU S TR lAL 

COMuIS£IOI'I 
(IEI)::X  KUliBLT.S   BAb']:D   OK   JaIV,    1918=    100) 


TOTAL  PAYROLL 


e 

1918 

1919 

1920 

1921 

Jan, 

100 

115 

14  b 

Vb 

Fab. 

113 

115 

147 

83 

Mar . 

126 

118 

161 

78 

April 

128 

115 

154 

87 

May 

130 

108 

157 

•,7  7 

Jane 

132 

110 

150 

76 

July 

12S 

119 

146 

.  75 

Aag 

144 

122 

121 

;-  71 

Sept 

147 

130 

97 

69 

Oct. 

140 

135 

95 

71 

Rov. 

129 

129 

88 

70 

Pec. 

138 

140 

82 

63 

iiuMBSS-^oaiiPLOY: 

2i) 

Jan. 

100 

90 

98 

79 

Feb. 

102 

88 

96 

81 

Liar . 

101 

85 

99 

69 

April 

102 

83 

98 

67 

May 

117 

80 

95 

64 

June 

104 

77 

96 

.57 

July 

106 

77 

98 

55 

Aug 

101 

82 

95 

54 

Sept 

99 

85 

91 

53 

Oct. 

95 

88 

9g 

53 

IIov 

101 

91 

88 

53 

Dec 

98 

95 

85 

55 

2  0  0 


Decregsed  Purchasing;  Power   of   Employees    of  the  Leather 
Industry. 

U.    S*   De-oartment  of  Lahor  figures   covering  number 
employed  and   total  payrolls   in  the  leather  Manufacturing 
Industry  show  a  similar  decrease    in  the  purchasing  power 
of  workers  in  this   industry.   This   is  another    industry  in 
which  the   decrease   started  in  April,   1920.  By  the    end 
of  the  year  the    index  number  which  follows   the   state    of 
employmeiA    of   this  group   of  workers  has  fallen  from  115 
to  75,    or  by  about   Zb'fo.   In  other  words  over  a   third  of 
th£   workers   in  the  industry  had  been  added  to    the   army  of 
unemployed.  During  the   ^ame   period  the  payroll  index  nuiriter 
fell   from  26E   to  166,    or  by  about    37^.   To  this    extent  the 
natural   demand  of   this  group   of  workers   for   the   products 
of  farms  and  fectories  was   diminished^ 

The    following  tables  with  the   accompanying  chart 
show  clearly  these    tendencies   in   the  Leather  Industry, 


202 


Total  Pavroll  and  FumLer  Employed 

In  leather   Mamifpot'irr.ng 
as  reported  to  F.    S.  lepto    of  Labor. 


Indez  UumlDers  based  on  Jan.   191^'100 


TOTAJ.  PAYROLL 

• 

1919 

1920 

1921, 

Jan. 

191 

264 

142 

Feb. 

196 

257 

141 

Mar. 

201 

262 

140 

Apr. 

199 

261 

130 

May. 

208 

259 

135 

June  , 

215 

257 

147 

July. 

223 

245 

147 

Aug. 

243 

233 

152 

S(|9§D't . 

237 

198 

149 

Oct, 

243 

197 

147 

Uov. 

24£ 

•   178 

145 

Uec. 

257 

166 

mJMBER  ZMPLOf-,!) 

1919 

1920 

1921. 

Jan. 

101 

117 

73 

Feb. 

101 

114 

73 

Mar. 

103 

115 

76 

Apr. 

104 

111 

67 

May. 

107 

109 

71 

June. 

109 

105 

76 

July. 

110 

105 

79 

Aup. 

111 

100  : 

80 

Sept. 

113 

v^2 

80 

Oct. 

113 

87 

81 

ITov, 

114 

80 

85 

Dec. 

115 

75 

— — 
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Deflation  iv    tlie  lojt  and  Shoe   InduRtry» 

Beginning  with  May,    1920,   Department   of  labor 
figures    show    the    development   of  unemployment  and   de- 
creased payrolls  in  the   Boot   and  Shoe  industry^    This 
is   shown   in   the   following  table  of  index  number s.  It 
appears  graphically  in  the    chart  wliieli  faces   the  table* 
The    tendencies  appear   similar  to  those  already  remarked 
in  connection  with   other    industries,   a  drop   in  the 
total  purchasing  power  of  the  group  from  and  index 
number   of   258  to  a  low  point  of  153   in  January,    1921. 
This  means   that  the  purchasing  power  of  these  wage 
earners  was   diminished  by  over   4:0%,   The  effect   of   such 
a   decrease   in  intensifying  the   industrial   depression 
will  be  apparent.   During  the  same  period  the    ind«^ 
showing  number  employed  fell  from  101   to   67,    or  by 
something   over   20fo,  Here  again  v/e    find  recruits  added 
to  the   ranks  of   surplus  workers,   potential   competitors 
for  every  job.  Until  they  accept  a  Job   on  the   employer'' s 
conditions  they  will  receive  no   income  with  which  to 
support   their  families. 


TO'S.^  j^AYROlL  ATTB  HOlffiEB  EMPLOYE® 


AS  REPC 

III  BOOTS 

Mm  SHOES 

« 

mT¥^  TO  ^ 

L    S.    EEFT. 

O:^  MBOH- 

lUDEX  mjMBiJHS  BAS13D  ON  JAU. 

19lfc>-  100. 

DOTH 

,   PAYHOiL. 

aeae. 

1920, 

1921. 

January 

Ell 

258 

153 

Febraajy 

EOl 

241 

189 

Mac  oh 

200 

257 

189 

Apj?il 

185 

258 

186 

May 

194 

255 

188 

Jtme 

197 

E56 

£01 

July 

EOl 

229 

200 

August 

215 

223 

£15 

September 

220 

189 

213 

Ootober 

£25 

165 

200 

Uovembei; 

228 

150 

194 

Deoembex 

251 

162 

— 

'J.919 . 

.NDMBES 

EMPLtO/TEB. 

January 

1920^ 

1921. 

janHa.cy 

95 

102 

67 

Febxuaxy 

95 

100 

73 

March 

95 

101 

74 

Apxil 

91 

99 

75 

M^y 

92 

97 

78 

June 

91 

96 

62 

July 

91 

38 

85 

August 

94 

87 

89 

Septembe-c 

96 

74 

89 

Ootobej 

97 

71 

88 

UovembeJ 

99 

67 

87 

December 

101, 

68 

,« 

Depression  in  the  Sheet  Metal   ard  Hardware  Industry. 

Although  not  so  abrupt,    the   decrease   in  the 
purchasing  power   of  workers  employed  in  sheet  metal  work 
and  in  the   hardv;are  industry  was  not   less    drastic.   This 
is  shown   in  the  following  table  vjxth  its  accompanying 
chart*,'   The   total  payroll  begins   to   decrease   in  August. 
1920.    By  the   following  August   it  has   fallen  off  exactly 
50^,    the  index  number  having  fallen  from  182   to  91.   The 
diminished  purchasing  power   of  these"  workers  as  a  group 
is   obvious.  During   the   same   period  the  index  number  v^rhich 
follows   employmeiit   in  the   industry  drops   from  106   to   58. 
This  means   that  45f5  of  the  workers  in  the    industry  v;?6re 
given  a  taste    of  unemployment.   They  helped  to   increase 
the  surplus  of  labor. 
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TOTAL   PAYEOLL   itt^D  NUMBER  SI^CLOYED 


IK    SHE: 

ET   LfflTAL  V/ORK  AKD 

HiiEDUxiRE. 

coin-US  3 

iS_ 

REPORTED   TC' 

WEV/  YORK   ST/iT2   IIIDUSIRIAL 

ION 

(IHDEX  KUxMBERS 

BiiSES  on 

JAIJ.    1918.: 

:     100) 

TOTAL 

PAYROLL 

. 

1918 

19.19 

1920 

1921 

Jan. 

100 

135 

173 

113 

Feb. 

102 

lc9 

168 

138 

Liar . 

110 

133 

182 

114 

April 

114 

131 

180 

111 

May 

120 

132 

169 

114 

Jane 

124 

125 

180 

106 

Jaly 

133 

134 

182 

92 

Aiig 

132 

148 

177 

jai 

Sept. 

138 

155 

173 

91 

Oct. 

128 

163 

171 

90 

Kov. 

128 

159 

156 

89 

Dec. 

143 

175 

140 

96 

KUIvIBEE 

E^:PLOYED 

Jan. 

100 

97 

111 

65 

Feb. 

98 

97 

111 

95 

Mar. 

88 

99 

112 

69 

April 

98 

96 

110 

58 

May 

100 

99 

101 

69 

Jane 

101 

83 

106 

67 

Jaly 

102 

95 

106 

59 

Aap. 

104 

103 

103 

58 

Sept. 

102 

107 

100 

59 

Oct. 

97 

109 

96 

61 

Nov, 

100 

112 

88 

60 

Dec. 

102 

112 

80 

62 
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Decreased  Purchasing  'Bovver  and.  Brnployment  in  Brass  Industry . 

Between  September,   1920  and  March,   1921,    the  pur- 
chasing power   of   the  wage    earners   in  the  Brass,    Copper  and 
Aluminum  Industry  had  been  cut  by  54%,   the  payroll   index 
number   falling  from  189   to   87,   according  to  N.   Y.   State 
Industrial   Gommission  figures.   This  could  mean  nothing 
less   than  a   sharp   contraction  in  their  demand  for  the 
products   of   farms  and  factories* 

During  the  same  period  "fee  index  mirnher   of  employment 
had  dropped  from  103   to  59.    indicating  the  fact   that   offer 
40fo  of  the  employees  had  been  thrown  out   of  work,    thus 
increasing  the  surplus   of  workers  looking  for   jobs. 

The    development   of  deflation  in  the  payrolls    of 
this  industry  appears   in  the    following  table  with  its 
accompanying  chart. 


9 -«    ' 
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to: 

PAL   PAYROLL 

AND 

IJUMBl^   EIIH 

OY 

SI) 

IIJ   BR  Ac 

Ui\iCTURL\ 

AS 

R2P0F:TED   Tu 

Hi 

k>  O  J_  U  I'J 

( IKDL^X 

1]UL:BLTvS    B^Si.T 

ON  Jjilk 

19 

18 

a      ■" 

100) 

TOTAL  PAYROLi 

( 

1918 

1919 

1920 

19^1 

Jan. 

100 

138 

161 

100 

Feb. 

108 

128 

162 

90 

Ivlar . 

122 

118 

180 

87 

April 

125 

114 

179 

89 

May 

134 

115 

174 

89 

Jane 

135 

99 

183 

89 

July 

141 

105 

184 

76 

Aug. 

136 

113 

181 

88 

Sept. 

146 

121 

189 

85 

Oct. 

142 

148 

177 

89 

Kov. 

145 

152 

156 

91 

Dec. 

153 

158 

118 

89 

NUMBER   EMPLOYED 


19 IR 

1919 

1920 

Jan. 

100 

95 

99 

Feb. 

99 

91 

98 

Mar. 

104 

86 

106 

April 

103 

83 

104 

May 

103 

82 

100 

June 

102 

71 

104 

July 

105 

73 

103 

Aug. 

100 

81 

103 

Sept. 

104 

93 

102 

(Dct.. 

98 

93 

100 

NOV. 

104 

95 

88 

Dec. 

106 

98 

71 

19  LI 


64 
59 
59 
61 
62 
61 
58 
63 
63 
67 
68 
67 
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precipitous  decline   in  Payrolla  of  three  important  industries. 

The  following   tables   showing  the   co\irse   of  employment 
and  total  wage  payments   in   the  paper  Industry,    in  the  iron  and 
Steel  Industry,    and  in  the  Car  Building  and  Repair  industry, 
present  a  remarkable  picture   of   the   so-called  labor  market   in 
time   of   depression.      Ihe   sudden   creation   of  a  large   surpliis   of 
lab-or   and   the   simultaneous   decrease   in  labor's  power   to  command 
the  necessities   of  life   is   very  apparent,   particularly    in   the 
charts    accompanying  these   tables.     What  kind  of  security  or 
stability  in   the  returns    to  labor  do   these   charts   show? 

If  we  follow  the   index  number  which  indicates    the  size   of 
the  payroll   in   the  Paper   industry,   vie  find   that  between  Septem- 
ber igao  and  June,    19E1,    it  fell  from  a41   to  101,    a  decrease 
of  48^.      The  number   employed  decreased  by  something  over  45;^, 
the   index  number  falling  fr^'m  1E2   to   66.      I  want   vou  to  look  at 
the  rapid  fall   of  the   two   curves.    The^   are  not   cold  statistieal 
propositions,   but  are   tremendously  human   things,     you  have   to 
put  yourself  in   the  position   of  the    chousands   of  wage  earners 
represented  by  the    curve   for   each  industry,      imagine  yourself 
wholly   dependent  upon  wages,    and  then  bring   yourself  face   to 
face  with  so  sudden  a  stoppage   in      the  opportunity  to   earn  wages. 
Such  conditions  are      treated  by  employers   as  natural   and  even  at 
times   desirable  tendencies   in   che  labor  market,    jhe  helpless- 
ness of  men  without   ai    opportunity   to  earn  a  living  is  -used  as 
a  force   for  determining  wage  rates   at   a  mere  subsistence  level, 
frecLuently  below   that  level.      It   is   the  law  of  supply  and  demand. 
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TOTAL  PAYROLI   MD  KlTi-BER  EMPIOYSD 


IN  Pi\PER 


liMIIIFACTURIKS 


AS  REPORTEg   TO  KET7  YORK  STATS   IIDUSTRIAL   COMOSSION 
jmDEL  KIJMEEHS  'H5gEJ~(M~'JM~r9TF~~'~lODT 


'Jan* 
Feb. 
Mar . 
April 
May- 
June 
July 
Aug. 
Sept, 
Oct. 
Nov. 
Dec. 


1918 


100 

106 
119 

las 
la? 

133 
150 
152 
15E 
135 

14a 

163 


TOTAL  PAYROLI 


1919 


145 
146 
139 
111 
153 
158 
160 
173 
176 
180 
187 


i9ao 

1921 

184 

194 

177 

190 

200 

173 

201 

160 

230 

104 

232 

101 

232 

115 

238 

128 

241 

''123 

232 

128 

aai 

137 

210 

139 

EULiBBR  EIVIPLOYSD 


1918 


1919 


Jan. 

100 

Feb. 

99 

Mar. 

105 

April 

104 

May 

103 

June 

104 

July 

107 

Aug. 

105 

Sept. 

106 

Oct. 

93 

Nov. 

102 

Dee- 

108 

~W7' 

104 
105 
100 
83 
101 
104 
104 
110 
111 
115 
116 


1920 

110 
120 
120 
121 
123 
122 
124 
123 
123 
117 
116 


1921 

111 

104 
97 
72 
66 
73 
81 
80 
82 
85 
88 
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TOTAL  PAYROLL  AND  UmCBER  aCPIOYED 


IN 

IRON  AND  STEEL 

AS 

REPORTEB  TO  U., 

,  S.  DEPT 

OF 

LABOR   ^ 

{ INDEX 

NUl'IBERS" 

BASED  ON 

JAN.  1916  ~  100) 

TOTAL  PAYROLL 

1919 

1920 

1921 

Jan. 

265 

■  262 

193 

]?eb. 

250 

277 

183 

March 

236 

296 

164 

Apr. 

217 

279 

131 

May 

199 

267 

124 

June 

202 

286 

102 

July 

203 

264 

77  * 

Aug. 

239 

273 

89 

Sept. 

234 

290 

84 

Oct. 

159 

300 

97 

Nov. 

187 

286 

103  ■ 

Dec. 

230 

251 

- 

NUMBER  HvrPLOYED 

1919 

1920 

1921 

Jan. 

1F;G 

119 

OY 

Feb. 

128 

121 

88 

Mar. 

125 

123 

84 

Apr. 

120 

122 

76 

May 

110 

114 

75 

June 

110 

120 

71 

July 

112 

118 

62 

Aug. 

116 

117 

65 

Sept. 

116 

120 

67 

Oct. 

77 

120 

71 

Nov. 

90 

116 

74 

Dec. 

106 

106 

- 
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The   Iron   and  Steel   IndUsury   sliows   a  similar  precipitous 
decline  in   the  wajes   paid  to  employees   of '  the   industry/ -      The 
index  for  the   total   payroll   fell   from  SDO  iu  October,    19^0, 
to  131   in  April,    i9Sl,    and  to  84  in  Sepbembex-  19^1.      fhis  means 
that  in  six  months    Lhe  purchasing  power  of  this  group  of 
workers   fell   55^,    and   that   in  a  year   it  had  reached  a  level 
72,fo  below  that   of  the  preceding  year.      In  July,   19E1,    only  51 /j 
of  those   on    che   payrolls   in   the   precediri®  September  were  employed. 
The   chart   accompanying  the   table  shows  how  hard  hit  were   the 
•wage  earners   in  this   industry.     Wagea  determined  on  the  basia 
of  the  law  of  supply   and  demand  in  a  labor  market  such  as   that 
pictured  in  the   chart  under  consideration   can  in  no  sense  be 
considered  as    just   and  reasonable*        The  determination  of   juet 
and  reasonable  wage  rates   implies  equality  between  employer  and 
employee.     Ho  such  equality  exists  when  employers   are  protected 
by  huge  surpluses   and  wage   earners   are  faced  with  such  unem- 
ployment   and  diminished  purchasing  power   as   appears   in  tiiese 
tables. 

In  December  19S0   tihe  first   decrease   in  wages   and  employ- 
ment among  workers   in  the  ear  and  Locomotive  shops  makes   its 
appearance.      This  appears   in   the    table  and  chart   covering   this 
industry.     Approximately   60fo  of  the  weLge  earners   covered  and- 
directly   employed  by  railroads,    the  rest   are   employed  by  rail- 
road eq.uipment    concerns.        The   chart  shows  -the  decrease  in  the 
purchasing  power  of  railroad  employees    in  N.  Y-    State   to   have 
been    similar   to    chat   of  employees    in   other  industries.     Between 
November,   1920  and  June,   1921,,  the   total  payroll  had  fallen 


TOTAL  PAYROLL  AMD  iroivIKER   SMPL0Y:SD 
IN   CiffiS.    LOCOMOTIVES  MW  RAILWAY  ESPAIR    SHOPS 
AS  H^TORTaP      TO   IV^W  YORK  STATB  IKSU ATRIAL  CQMMSSIOB 
(IMLEX  LUMBERS   BASED  OK  JAl^i.1918    =100) 


TOTAL  PAYROLL 


1918 

1919 

1920 

1921 

Jan. 

100 

19  g 

135 

168 

Feb. 

107 

142 

137 

142 

Mar . 

116 

138 

154 

130 

April 

116 

132 

155 

102 

May 

124 

131 

156 

94 

J  ana 

126 

115 

160 

84 

Jaly 

142 

115 

160 

84 

Aag, 

162 

126 

181 

97 

Sept, 

180 

114 

189 

96 

Oct. 

174 

117 

190 

101 

Nov. 

170 

130 

193 

106 

Dec. 

180 

139 

188 

118 

DUMBER  EtJPLOYSD 


1918 

1919 

1920 

„  1921 

Jan. 

100 

112 

96 

"   '^  MOT" 

Feb. 

104 

107 

95 

86 

Mar. 

84 

110  • 

101 

79 

April 

105 

100 

101 

65 

May 

106 

97 

100 

58 

J  ana 

105 

91 

101 

50 

July 

106 

91 

102 

59 

Aag. 

108 

95 

102 

66 

Sspt 

112 

89 

107 

66 

Oct. 

111 

88 

109 

70 

II017. 

109 

91 

113 

73 

Dec. 

114 

96 

108 

81 

22 "" 
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off  57,0.      This   L-eant    thac    she   -.-/orlcers    in    Glaes^   car   and 
locomotive  shcpa,    t;aken  as   a  ^roup,    had  less    chan  one -half  as 
much  to   spend  for   the  necessities   of  life   in   the  aid.dle   of 
1921   as    they  had  in   the  last  months   of  192iO.    Throughout  the 
^ears   covered  b^   the   chart   the    irregularity   of   their  purchasing 
power  is  apparent.        During  the  same  months  more   than   one-half 
of   these  wage   earners  were  laid  off.      They  became  potential 
bidders  for  the   jobs    of  other  men.      :rhis    is  what  employers  mean 
when  they  talk  about   the  law  of  supply  and  demand  reasserting 
itself,      The  surplus   of  viforkers  becomes   a  strong  influence   in 
the   determination   of  every  v;age  rate  established  during  the 
period. 
Unemployment  as   a  Means    c£-  Deflation. 

In   the   disc\ission  of  these   tables   and  ckarts   i  have   tried 
to  shov,'  just  ho'^v  the  labor  market  looks   during   the  period,  of 
deflation.      And,    I   think,    che  first   important   conclusion  must 
deal  with  the   extent  to  which  the  wage  earning   class  as  a  whols 
suffer  from   sa  ch  a  period.        There   ia    an  enormoios    decrease   in 
total  '.vages   paii,    in   other  words,    in  the   ability  csL  wage   earne:^s 
to  purchase   the  products   of  farms   and  faccories.   As  already 
shovim   in  connection  vjith  my   discussion   of  wholesale  prices, 
this   appears   in   a  reduced  cons \ainpt ion  of  v/heat   and  meat  prod- 
ucts.    abvioi£  iy   the   employees   of   industry   carry   the   burden  of 
such  periods   of  deflation    in  lowered  living  standards. 

In   the   second  place   I  think  we  should   emphasize   the  other 
aspect   of   this  reduced  p\archasing  power.      I  refer   to  its 
tendency   to  intensify  and  prolong  the  depression.      The   farmer 
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needs   this  purchasing  power  if  his  crops   are    go  be  marketed 
aivantageously.        liDhis  piirchasing  power   is   the  real  dynamic 
force  which  creates   ind-as. trial  activity.      If  it  could  be  wholly 
abolished,    "Ghen  industrial  activity  would   immediately  cease. 
In  other  words,    the   true  way    out  of  an   industrial  depression 
must  lie   in   the  direction  of  increasing  and  stabilizing  the 
purchasing  power  of  the  great  body  of   the  people,     profits, 
interest  payments,   rents,    every  kind  of  return  to  property  shouJLd 
be  made  subservient  to   this  one   end.     Emphasis   on  speculatai^re 
profits    and   increased  interest  payments   brought   on   the   depress- 
ion. The  way  out   is    to   change   the  emphasis    to  producing  for 
h\uiian  life,    arEl  to  make  it  possible  for  the  great  mass   of  the 
people    to  purchase  an   increasing  supply  of  the  necessities   and 
comforts   of  life.      I  shall  refer  to   this   aspect   of  the  matter 
again. 

At   this  point  I  wish  "co  place  particular  emphaais   on  the 
effect   of  such  a  situation  upon    the  possibility  of   just  wage 
rates   being  established  in   industries  where   the    individual 
worker  bargains  with  the   big  corporation. 
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The  development  of  a  surplus  in  the  labor  market  was  well 

marked  before  the  peak  of  prices  had  passed,   its  significance 

was  quite  universally  recognized  in  the  business  world.  B.C. 

Forbes,  writing  in  the  Philadelphia  Ledger  of  July  1st,  19.2.0 

remarks  it  as  follows; 

"The  situation  has  changed.  The  adoption  of  three  day  or 
four  day  weeks  in  woolen  mills  has  been  followed  by  similar 
curtai3.ment  of  activities  by  knitting  mills,  by  shoe  factories, 
by  silk  mills  and  by  many  concerns  handling  luxuries ►  Moreover, 
cancellatioi^E  have  been  so  heavy  in  industry  after  industry 
that  working  forces  have  been  reduced,  either  moderately  or 
drastically.  Men  are  now  seeking  jobs  instead  of  jobs  seeking 
men." 

Jen  days  previously  the  same  paper  had  remarked; 

"The  break  in  labor *s  domination  of  the  industrial  sys- 
tem has  come,,  according  to  reports  which  have  reached  officials 
of  the  United  States  chamber  of  Commerce  and  the  law  of  supply 
and  demand  which  served  so  long  to  make  aa  y  sort  o£  worker  a 
rare  commodity  is  abou  b  to  react."' 

,   To  my  mind,  if  the  law  of  supply  and  demand  really  re- 
acted to  give  labor  domination  or  even  eq.ual  bargaining  po-wer 
for  a  while,  it  is  en  extraordinary  evidence  of  moderation 
that  the  workers  did  not  secure  more  than  a  mere  subsistence 
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On  July  17th  the  "Wall  Street  Journal  remarked; 

"Thera  are  many  indicationa   that  the  peak  o£  the  label: 
market  has  been  passed,  at  least  for  the  present.  Employers 
in  different  branches  of  industry  report  they  have  plenty  of 
men  aa  d  applicants  for  work  are  much  more  numerous  than  has 
been  the  case  Since  the  war  boom  staited.   The  comment  is 
heard  in  some  quarters,  however,  that  many  of  the  men  have  not 
yet  reached  the  stage  of  being  willing  to  do  much  real  work* 
Improvement  in  their  attitude  ia  expected  with  tike  advent  of 
winter  and  exhaustion  of  the  money  they  have  accumulated." 

I  want  here  to  make  the  point,  which  is  the  center  ol 

this  part  of  my  presentation.   I  shall  repeat  it.  again,   it  es 

our  contention  th|,t  juat  wages  can  only  arise  when  there  is 

absolute  equality  between  the  bargaining  parties.  Then  the 

question  will  be  settled  in  terms  of  what  is  for  the  best  in- 
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^pl|„ge|jlt   in   a  d.eaa:.ock.i\fow  in    tha    so-called  labor   market 
Aone   pajty  t®   the   bargain  vsas   entrenfhed  behind  huge  reserves 

and  could  sit  steady   tmtii  the   advent   of  viinter   and  the 
exhaastlon  of   little   savings    oat   of  wages  had  brought 
the   other   party  to   accept  the   terms   offered-    That   is   not 
even   a   bargain,    according  to  my  vnay   of ,  thinking,    it   is   a 
Qon^aest . 

I  wish   that   I   could  give  the   board  a  real   understand- 
ing  of   this  wage   bargain  where   there   are  numbers    of  men 
waiting  for    each    job,   where  some    of  the  men  have   been  out 
of  work  for   many  qionths,    vshere   the   scant  meals   that  I  have 
described  already  have   been  reduced  antil   the-  children  go 
to   bed- with  the  very  real  pangs   of  hunger,   where   the  rent 
has  no;^'  been  paid,    and  the   limit   of  .credit  with  the  grocer 
and  the    landlord  hasejust   about  run  out.   Words   are   cold 
tomdesg:ribe   it.  Have   you  ever    known  real  hunger?  And  them 
if   such  a  man  gets   the    job   because  he   is   ready  to  tafee 
hi,lf;a  loaf  rather    than  none  at   all,    can  you  picture  his. 
life,    trying  to  pay  off   the    bills  which  have   gathered  out 
of  a--vsagr"that   is  not   enough  to   defray   current  expenses* 
It  -s.eems  to  me   that   there  is   something  wrong  somex'shere 
nhen   business  seem^''_^ponsidet- j  ust  wages  to   be   those    based 
apon   insecurity  of  tenure   and  uncertainity  as   to   the 
future.  as..a  chronic    condition  among  the   employes   of 
industry.   And  yet  th^t  is   exactly  the   reflection  of   the 
business., world  which  ;;e  get  from  such   quotations  as   I  have 
been  selecting  from  hundreds   of  a  similar    character- 

The  Bevi   Jork  Wor.ld  of  Sept,   5,    1920  carried  ^  picture 
of  the  em.ployer's   idea  of  a  favorable   labor  market.   The 

setting   is  Indianapolis  visited  by   Speciiial  Corres.-ondent   Leary. 
Introdacjing  his  article  the  iforld  says  in  part: 
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"Labor  day   this   year  finds   the  market  for   labor  mater- 
ally   changed  from  labor  day,    1919.      There  %as  an   actual  short- 
age   of    "raw"   or   unskilled   labor   then.      Toi  ay   the   surplus    of 
this   and   semi-skilled   labor   is   beginning   to  appear,      in' con- 
sequence,   large   employers    of  workers   have   begun   to  plan,    and 
in  many   cases  are   putting  their  plans   into   execution,    for 
getting  labor  at    lower  £osts. 

"To   them  it  appears    the   law   of   supply  and   demand,     oper- 
ating since   the   summer   of -1915   in  favor   of   the  man  with  only 
"back  and  bicepts"    to  sell,    is   now  beginning   to  operate   against 
him  and  it   is    once  more  a  buyer  and  not  a    seller's  market. 

"Because    of   this,    employers   in   large  numbers   see    the    long 
awaited   opportunity   to   "liquidate   labor"   by  revising  pri  ces 
downward,    etc, 

"To  help    this  process   along,    the   "open   shop"    or  anti- 
union movement   is   being   fostered,    particularly  in   the  Middle 
West,    where  because   of    the    slacking  down  of   the  Automobile 
business,    the   number   of  men  is   vastly  greater    than  elsewhere." 

Here,    in  a  paragraph,    is  a  picture    of    the  wage  system 
as   it   operates    to   determine   the   living   conditions   of  hundreds 
of   thousands    of   families   today.      The    labor  pow'er   of  a   human 
being,    probably   of  a   family  builder,    is  divorced  from  his 
human   needs  and  becomes    just   "back  and   bicepts"  for  sale. 
V/hen   the   demand  for  corporation  products   declines,    the    cor- 
porations   close   down  their  plants  and   continue   to  pay   fat 
livings    out   of    accumulated   surpluses,      when    the    demand  for 
human    labor   declines   and  a   buyer's  market  develops,    families 
are   asked  to   bid  against    each  other   to   see  which  will   accept 
the   lowest   standard    of    living.      The   policy   of    the  National 
Ketal  Trades  Association   spoke    to  Mr.    Leary   through  its   re- 
presentative,   Mr""   Allen,    who    said: 

"Probably   there  are    10,000    less  men   employed   in   the  fac- 
tories  than   there  were    earlier   in   the   year.      With   those   idle 
in   other    trades    there  may   be    15,000    idle   altogether.      Things 
are  being  adjusted,      wages   have    come  down  somewhat.      They  are 
coming  down  more.      Why   shouldn't   they?      Sugar  has   come   down; 
why  not  labor?  ~~ 
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^rs  TiBZ'^Y   naked  ^''heth'^r  it  war^  tnie  thr.t  omplc^ers  v/ere 

discharging  men  and  then  rehiring  them  at  lov:er  wages.   The 

National  Metal  Trades  ansvvered  through  Mr,  Allen: 

"Yes,  I  believe  it  is.   It  is  part  of  the  necessary  read- 
justment of  wages.   That,  you  will  find,  has  been  done  by  the 
National  Llotor  'Company o" 

Mr.  Leary  interviewed  the  management  of  one  of  the  fact- 
ories.  The  official  said: 

"labor  is  tending  to  become  cheaper  and  more  efficient. 
We  find  it  so."- 

¥hen  asked  v«hether  this  meant  cheaper  cars  he  said : 

"Fot  at  all.   You  see  vrith  decreased  production  in  most 
plants,  the  overhead  automatically  goes  up,  absorbing  more 
than  the  saving  in  labor." 

There  is  a  snap  shot  of  the  labor  market  through  the 
operation  of  which  the  wage  rates  shown  by  management  have 
been  largely  determined.   Perhaps  the  rates  paid  in  the 
National  Motors  Company  appear  in  the  averages, 

1!h.e   worki.ig;  of  tne  labor  market  in  the  rubber  industry 
in  Akron  was  interesting.   The  making  of  tires  at  full  speed 
was  continued  after  the  tightening  of  credit  had  begun. 
According  to  Mr.  Leary  its  answer,  to  cancelled  orders  and 
actual  restriction  of  credit  v/as  to  hire  more  storage  roorri 
and  make  yet  more  tires.. -It  stopped  only  when  the  town  m.ay 
be  said  to  have  bulged  tires... Then  thousands  of  workers  were 
laid  off  over  night,  the  earnings  of  thousands  of  others  were 
directly  or  indirectly  reduced  -  in  many  cases  the  reduction 
was  almost  unbelieva^bly  large.  Men  who  had  been  laid  off  were 
re|iired  in  other  parts  of  the  plants  at  beginners  rates. 
Many  cases  r/ere  reported  where  the  men  were  buying  houses  on 
the  installment  plan. 
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Tlae|#  practically   b.ad   the    choice   of    losing  wlaat   ttiey  ted  put 

in   qr   of  staying  and  r.ocepting  small  ij^age.s.      Fortunately  the 

stockholders    of  the   large  rubber   companies  were   protected 

witb  huge   surpluses.        Two    such  companies   had,    on  Dec.    31, 

1920,    surpluses   of     $56,000,000  and  |72,000,000  respectively- 

Scores   of  instances   could  be  cited  of  reductions  made 

after  considerable   shut  down,    or  with  the.  presence   of  tens   of 

thousands    of  idle  workers  as   a  spur.      Here   is    one  from  the 

jrcn  Trade  aevievi   of  January  IS,    19£1; 

"The   Camillua   Cutlery  Co.,   Syracuse,    IT.   Y.    has  resumed 
operation   on   a  full  time   basis   of  50  hours  a  week  but  with  a 
reduction   of  20  per   cent   in   wages.      The   plant  "-had  been  shut 
down  for  two  weeks," 

and  again: 

"The  Dominion    Iron  and   Steel  Co.   Sydney,    Kova  Scotia, 
has  iDnounced  a  20  par   cent  wage  reduction,   affecting  about 
5000  employees,    effective   January  17.      Of  these  Workers 
approximately  2100  auve   been  laid   off  temporarily," 

From  the   above   brief  statements   I  think  that  it    is 
pretty  clear  that  the   operation  of   the  law   of  supply  aid 
demand   in  g,  period  of  depression  means  that  the   individual 
¥^orker   is  given  the  simple  choice  of  accepting  what  the 
employer   offers   or   joining  the   army   of   the  unemployed.      In  a 
"wage  bargain  ^>;  ith  any  possibility  of  justice,    it  ia  unbeliev- 
able that  men  ^>ould  today  consent  to  work  for  25  cents,    SO 
cents   and  40  cents  per  hour. 
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Manipulation   of   the  Labor  Market. 

The  price   policy  of  the  United  States  Steel  Corporation 
seems   to  indicate   tliat  corporations  "With  a  monopoly  of  jobs 
and  huge   surpluses   can  manipulate   the  labor  market  to    suit 
their  purposes.     To  develop  more  fully  the   picture   of  the 
basic  unfairness  of  the  wage  bargain  in  outside   industry  dur- 
ing the  recent  months   I  wish  to  call  your  attention  to  certain 
important  c cements    on   this  policy. 

In  a  special  article  by  B.   C.   Forbes,    published  in  the 
Philadelphia  Ledger,   February  28,   19£1,   Mr.  Forbes   said: 


"The   greatest  stumbling  block  at  this  moment   is  the 
United   States  Steel  Corporation's  refusal  to  readjust  its 
prices  from  wartime   levels  to  figures  which  lAOuld  stimulate 
a  lon£   line  of  important  waiting  consumers  to  enter   the 
market,     while   seme   of  the  comptroller  of  the   currency's 
statements  may  savor  of  exaggeration,    the   charge  made   in  his 
letter   to  judge  Gary  that   'your  prices  are  excessive  and  lin- 
justifiable'    is  exactly   in  line  iftith  the  views   of  a  con- 
stantly growing  number   of  business  men.      The  amount  th©  cor- 
poration has  added  to  its  assets;    solely  from  earnings  during 
its  twenty  j ears'    existence,    ia  colossal;    it  represents  a  sum 
more  than  twice  the  entire  fortune  of  John  L.   Rockefeller. 
Every  dollar  of  this  unparalleled  sum  has,    of  course,    come 
fron  users   of  steel,   which  means  every  man,  ¥<oman  and   child 
among  us. 

"Therefore,    should  profits  suffer  temporarily,    this  is 
no  adequate  reason  wlay  the  biggest  business  enterprise   in  the 
country   should  insist  upon  charging  the  same  prices   as  ruled 
two  years  ago,     lot  only  are  railroads,    public  bodies,    build- 
ers and   other  large  consumers   of  steel  postponing  operations 
until  prices  are  lowered,   but  other  industries  are   clinging 
to  their  high  prices  until  the  move   is  made  by  the  king-pin 
of  them  all. 

"Until  the  Steel  Corporation  reduces  prices — and,    later, 
wages- -America  can  scarcely  hope   to  experience  sound,    active, 
healthy  business.      Let  the   Steel  Corporation  act  decisively,' 
however,    and   the  probabilities  are  that  the  effect  would  be' 
instantaneous  and  substantial  all  along  the  line." 

In  the   issue   of  February  8,   1921,    the  Wall  Street  Jour- 

ni.1  had  remarked: 
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"Steel  stooks.  vvere    steady,    witd  an  extremely  small  turn- 
over,   however.      There    is    little   change   in  the   steel  situation, 
and  manufacturers  do  not  look  for  a  definite   turn  until  Spr3-ng» 
Aa  a  matter   of  fact,    a  (luick  revival  in  business  v/ould  be  contrary 
•'cQ  their   wxsEe sl~ ~SB^CfIcL   tne    stee3.  busl'n'g'se" "SDd'deTily   Irercdm^       ' 
active,    a  re"ai5gu~s tmen t  downward   m   wages  vvouxd  be   impossible. 
the  Steel  ijor"poFafroh  would    be  GompeiXeU~'to  malfftatg'  the   piyaseat 
_acale,    and'  indepenaene^B  which  have"  already  reducecT  wages  vtould 
have   to  come   to   the   b.ig  Compapf'AB   levex^" 

The  picture  which  I  am  trying  to  show  is   forcefully  summed 

ap  in  the  following  article  by  B.   C.    Forbes   in  his  owi  magazine 

under  date  of  March  19,    1921,  i;hich  exhibits  the  law  of  supply 

and  demand  as  a  pretty  billing  slave   of  the  corporation  with  half 

a  billion  dollars   in  surplus.     Mr-   Forbes  said: 

"The  business  decks   have  not  yet  been   thoroughly  cleared 
for  actiono 

"-Ig  the  highest  fin ancial  and  industrial  circles,  vigorous 
recovery  ia  not  desirisa  until  wages  have  been  brought  down  in  all 
industries,,    on   the   ratlroads  and   in~other  walks   of    life"^ 

"The  reasoning  used   is   that   conditions   cannot  return   to 
normal  until  production  costs  have  been  substantially  lowered, and 
since  labor  constitutes   about  75  per   cent   of  production  costs", 
the  rate   paid  for  labor  must  be  materially  reduced. 

"It   is  argued  that   if  the  deflating  process  were   to   be 
checked  at   this   time   and  anything  like   a  business   boom  should   set 
:".□,    the  basic  situation  would  be   so  unsound  tihat  tihere  ^ould  have 
to  come  renewed   house-cleaning  later   on.      The  desire   is   to  do  the 
job  thoroughly  now  and  have   it  over  with  once  and  for  all.      The 
ordeal  ia  not  pleasant,    of  course,    and  no  one  would  favor  under- 
going it   could   permanently  satisfactory  results  be  effected  any 
other  way. 

"This   attitude   is  absolutely  sound, 

"E.uppose  business  were   to  become  so  animated  straight- 
away that   all  thoughts   of  reducing  railway  wages,   steel  wages, 
building  wages,    etc.,   were   banished,    the   country's  delicate, 
interdependent  wage  structure  would  be  left  lopsided,        por 
example,    textile  w-orkers  «hose  ^iages   have  been  out  20fo  to  £5^o, 
would  doubtless  feel  that  their  remuneration  ought  to  be  brought 
back  more   int£)  line  with  tb©  pay  of  railway  workers;   and  our 
millions   of  agricultural  workers  would  doubtless  resent  having 
to  foot  the  bill  for  such  wages  as  are  now  being  paid  by   the 
United  states  Steel  Corporation  to  produve  materials  entering 
into  the  manufacture   of  agricultural  machinery  and  implements. 
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"Anottier   consideration  wlaich  tends  to  delay  e:stensive 
buying  of  merobandise   is   ttiis  :        ttie  banks   still  have  an 
unpleasantly  large  amoutat  of  credit  outstanding  in  non- 
liq.uid  form,    and  they  are   insisting  upon  the   steady,    con- 
tinuous reduction   of   inventories    in   order  to  permit  of  the 
reduction  of  bank  loans.     Moreover,    mnly   in  rare   cases  are 
bankers  encouraging  manufacturing  or  merchantile   clients   to 
go  gihead  and   place  heavy  contracts  for  future  requirements. 
This   acts  as  a  bi^iake  on  revival  of  activity.         EUaks ,    as 
a  rule,    are  entirely   in  sympathy  with  the  movement  to  force 
_LiiguT5ation    or  labor"^  as  part  and'paroel-oit   tae  "wTiole" 
readjustment  process. 


^ome  Soberin g  Developments 


"It  may  be,    therefore,    that  early  Spring  mil  not 
bring   any   very   pronoune^d   improvement   in  business.      The 
end   of  Spring  or  the   beginning   of  Summer   may,    it    is  now 
felt,    arrive  before  readjustment  has  been  suff icientlj; 
thorough  to    convince  the   powers  that  be   that  the   time 
has   arrived   to  do  everything  possible   to  restart   tihe 
Yifbeels   of  industry  at  full  speed*" 


In  a  market  so  dominated  or  controlled  there 
is  no  guarantee,  in  fact,  no  probability,  that  just  and 
reasonable  wages  V^ill  be   established.  It   is   a  labor 

market  dominated  by   interests    seeking   just   one   thing, 
the   largest  possible  diversion   of  income   to   capital. 

It  vvould   be  interesting  to  figure 


9 


3 


vnhetlier   the  whole   coorse   of  the  recovery  of   the   coantry  from 
depression  night  not  have    been  different    if   the  United  States 
Steel  Corporation  had  not  had  an  enornoas   surplus. 

In  this  part    of  my  argument   I  have   endeavored  to   give   the 
Eo'ard  a  conception   of   the   background  in  terns    of  vshich  the 
justness  and  reasonableness   of  vsage   levels  today  prevailing 
in  industry  must   be    determined.    The  r.age  problem   is   a  question 
of   division   of  National  Income.   I  have   given  considerable 
atten.-Lon  to  the  basic   factors   in  the   division  of  national 
income   through   the    inflation  and  deflation  periods.   Jrom 
this    analysis    It  has    developed  that  the   great    coirporate 
Interests  have   been  exerting  constant   and  successful  pc assure 
tovvard  securing  ,a  right  to   larger   and  larger   parts    of   the 
National  Income.   This   pressure   is,    of   course,    a  pressure 
to  depress  real  viages,    or    the   share    in  National  production 
going   to   labor-    This   results   in  a  very  natural  attempt  to   use 
the   deflation  perlodbto   consolidate   gains   and  to  maintain 
returns   to   capital!   at    the   expanse   of  the   large  part   of  the 
population  living  a  small   income.   Before   bhsiness  picks   up, 

Tvages   must    be  depressed  to  such  an  extent   that  profits   can 

be  realized  on  increased  capitalization.    In  "addition  wage 
earners  must    bear   the    burden   of   the  increased  interest 
payments   on  the   enormously  increased  debt   of   the   country. 
The   establishment   of  vnages   in  such  a  situation  can  nean 
nothing  more    i^han  the  acceptance  by  theviorker   of  the  lov.est 
sort    of   animal  subsistence,    uith  lack  of   opportunity  to   earn 
uages   as   the   alternative. 
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Has   Capital  Born  its   Share    of   the  Deflation? 

As   I  have   shown,    the  wage   earners   in  industry  have  suffered 
heavily  during  the   deflation  period.        Lay-offs,   part   time  vvork, 
reductions    in  rates    of  pay,    have  all   operated   to   reduce   their 
purchasing  power  drastically.     A   large   surplus   of   labor  has 
been   created  which  enables   employers    to  give  men   the   choice   of 
accepting  the  wage  rates  and    conditions  which  they   lay   down  or 
giving  place   to  some  workers   whose  family  has  suffered   to  such 
an  extent  as   t o  render  him  docile. 

Has    Capital  born  an  equal  share   of   the  deflation?     Un- 
employment among  industrial  workers  means   that  industrial 
plants  are   only    operating  a  percentage   of   capacity.      In  other 
words    capital   has  also    been   unemployed.      Has   this    idleness    of 
capital  resulted    in  an   equal   amount   of   hardship? 

probably   the  first  evidences    of  hardship  which   the   corpora- 
tions  mould   bring  forward  would  be  depreciation  of  inventories. 
Such  depreciation   of   inventories  will  frequently  bring  out  a 
very   considerable   elimination  of   earnings   on  the   balance   sheets 
or  even  an  apparent   loss.      But   this   is  merely  a   writing  off 
into  paper  losses   of   gains   which  were  fictitious   in   the  first 
place.      Such  losses  are    often  very  properly   charged   to    cor- 
porate  surplus, 

As   a   matter   of   feet,   many    corporations  have   charged   to 
earnings  during  the   inflation  period   amounts  desiged   to   cover 
these   lessee.      In   rther  words   these   inventory  depreciation 
charges  have   developed  what  are   termed   concealed  assBta. 
These   amounts  were  withdrawn  from  earnings  before    the   net  incoiic 
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was   reported.      In  other  words   they  do  not  figure   in  the  large 

net   earnings    of   the   inflation  period,   but  were   stowed  away    to 

obliterate   the   losses    of  the    deflation  period. 

The  Wall  Street  journal  of  October  27,    1920,    brings    to 

light   some    of   these  hidden   assets    of    the   United   States  Steel 

corporation,     /^  t   that   time  this    corpoiation  had  deducted  from 

annual  earnings   sums    totaling  ;;p90,000,000  as  a  reserve  to   cover 

depreciation   of   inventories.      It  remarks: 

"The   reserve   is   already  nearly    one- third   of  the    inventory's 
cost,   a    figure   that  is    shown    conservative  by  its   being  only 
about   one-fourth  &h.%.  gross   sales  per  annum.      The   reserve   cannot 
continue   to   grow  and   avoid  the   absurdity    of  absorbing  the  in- 
ventory  from  the  balance  sheet.      It,    therefore,   seems   likely 
that  this   fund  will   be  either   restored   to    surplus   or  that    there 
will  be   no   further  deductions   from  earnings   to    increase   its 
growth," 

During   the    inflation  period   this    corpoaration  also    charged 

off  for  amortization   of  plant   installed  for  uar  purposes  and 

for  depreciation   of  plant  a   sum  totaling  about  .:)306,000,000. 

After  remarking  that  during  this  period    the   great   corpcration 

earned  $127.43  per   common  share  available  for  common  and  added 

$80.56  per    common  share   to  its  value,    the  wall  street  journal^ 

continues : 

"If   the   heavy  charges  above  mentioned  had  not   been  deducted 
from  earnings  U.   S.    Steel  would   have  reported  earnings  available 
for   common  that  would  make   those  actually  reported,   big  as   they 
are.    seem  small  by  comparison. 

"The   inventory  leserve,   amortization  and   depreciation  charges 
here   considered,    together  $396,701,825,   amount  to  $78.00  a 
common  share  and  were  all  deducted  from  income  during  the  five 
years." 


These   facts   shovi   how  a   great   ccrpcrstion   can  anticipate  srd 
provide   against  adverse   conditions,-      Similar   Isrge  depreciation 
charges  were  made  from   etrnings   in   the   jase   of  other   steel   com- 
panies.     Similar  reserves   appear   in  the   stateaerts   of   numerous 
other   corporations    including  metal   companies,    automobile   com- 
panies and   food   products    companies. 

Complete  figures   in  regard   to  net  income  of  all   corporations 
for   the  year  1921  are  not   yet  available.      H07vever,   professor 
David  Friday   of    the   University   of  Miehigen  has  published  an 
estimate   based  on  such  returns   as   are  available.      He   escimates 
the  net  income   of   corporations   for   the  year  at  $3,500,000,000. 
If  you  will   compare   this   ~, ith  the  figures   which  I   have  already 
given   for   corporate   profits  during  the  inflation  period  you  vvi  11 
find   that   this  net   income    of  a   year   of  depression  is   only  25fo 
less    than   the   net   corporate   incomes   of    -che  years   1920,    and   1918 
and  that  it   amounted   to  more   than  87^   of    the   net   incomes  iot 
the  years  1913  and  1919.      It  is   25^  higher   than  the  net   corporate 
incomes   f-ot  the  year  1914. 

The   astonishing  course   of  dividend  and   interest  payqiffints 
in  1921  shows   how  well   the   corp nations  were  prepared   by   the 
accumulatia®  of   surplus  and  reserves,    to   compensate   for  any 
losses  sustained  durincr  deflation 
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The  Wevv  Yori:  Journal   of  Commerce ,    in   its   published 
summarj/   of  dividenii  and  interest  payments  for  the  year,   places 
the  monthly  average  paj/ments   during-  the   first  11  months  of  19S1 
as   |S90,000,000.      Shis    is    the  highest  level  yet   attained  "by 
these   pa^'ments    bo  capital.    It   is   at   the  rate  ox  approximately 
$5,500,000,000  for  the  year-     Recalling  the   figures  which  I 
have   already  placed  before    che   board  vve   ^et   the   follawing.  rec- 
ord of   increasing  returns    co   holders   of  corporaue  securities'* 


Dividend  sn  d  In  teres  g  payments 
(N.y.    JouT'nal   of  Commerce) 


1913 
1914 

Amount  ^ 

index 

Monthly 

Average 
It 

$148,000,000 
149,000,000 

1913  -  100 

100 

101 

II 

1915 

155,000,000 

105 

n 

1915 

178,000,000 

ISO 

11 

19.17 

199,000,000 

134 

li 

1918 

a5a,ooo,ooo 
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11 

1919 

a66,000,000 

179 

It 

1920 

S85,000,000 

i9a 
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( 
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Thus  in  a  y©"ar  when  physical  production  fell  off 
tremendously,  vvhen  wholesale  prices  were  only  50  per  cent 
above  1913  and  cost  of  living  75  per  cent  above  1913,  the 
incomes  of  capital  owners  v,"ere  97  per  cent  above  1913,  and 
were  at  the  highest  point  reached  during  the  period. 
Comparison  of  Profits  V.'ith  national  Income 

For  purposes  of  comparison  we  can  estimate  the 
index  number  of  National  income  for  1921  as  follovvs.   Phys- 
ical production  decreased  about  20  per.  cent  from  1920  to 
1921  (See  Exhibit  2).  \.'holesale  prices  decreased  35  per 
cent  a;iQ  cost  of  living  20  per  cent.   If  we  first  reduce  the 
1920  figure  of  national  income  by  the  loss  in  physical  pro- 
duction, and  then  by  a  vreighted  percentage  of  prices,  we 
should  have  a  rough  approximation  of  the  1921  income.   The 
prices  are  v.'eighted  by  reckoning  that  70  per  cent  of  the  in- 
com.e  \7ent  to  wage  and  salary  earners,  and  should  be  deflated 
by  the  cost  of  living,  and  30  per  cent  went  to  capital,  and 
should  be  deflated  by  wholesale  prices.  This  rough,  but 
conservative  estimate  gives  us  about  44  billion  as  the  1921 
national  income. 
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1913 

100 

100 

100 

100 

1914 

97 

70 

79 

50 

1915 

105 

105 

85 

152 

1916 

132 

198 

122 

373 

1917 

157 

199 

144 

332 

1918 

177 

113 

92 

159 

1919 

198 

100 

91 

121 

1920 

209 

112 

105 

129 

1921 

128 

88 

108 

41 

Comparison  of  Profits  with  National  Income 

Est.  Net      Est,    Est.  Additions  Dividends 
Nat'l.  Incomes    Dividends   to  Surplus     &  Interest 
Income  All  Corp,  All  Corp.   All  Corp. payments 

101 
105 
120 
134 
170 
179 
192 

197 

It  will  be  noted  that  v/hile  the  National  income  fell 

about  40  per  cent  from  1920  to  1921,  the  estimated  net  income 
of  all  corporations  fell  only  about  22  per  cent  and  dividend 
payments  actually  increased..  Dividend  and  interest  payments 
combined  not  only  increased,  but  consumed  a  much  larger  pro- 
portion of  the  National  income  than  in  any  previous  year. 
Capital  thus  easily  bore  its  entire  loss  by  a  reduction  in 
the  additions  to  corporate  surplus,  while  the  income  actually 
received  by  capital  owners  was  larger  than  ever  before. 
Capitalization  and  gi:Ked  Charges. 

\7e  have  seen  the  immense  increase  in  capital  issues, 
new  incorporations  and  bonds  in  1919  and  1920, 


Alttioaglai  the  rate   of   n®w  capital  issues  slackened  in 
1921,    it  was  still  far  above   any   of   the  yea::s   since   1913,    witb, 
exception   of  1919  and   1920.        The  M.   Y.    Journal  of    Commerce 
places  the  monthly  average   at  f 210, 000,000,   giving  a  total  for 
the  year   of  ^2,520,000,000.      Similarly  ne^'   incorporations    in 
1921  were  far  above  pre-war  level,    amounting  to  an  average  of 
1667,000,000  per  month,    according  to  the   estimate   of  the  I.   Y. 
Journal  of  Commerce,     These  again  were  larger   than  any  year 
sonce  191S  except  1919  and  1920. 

private  bond   issues,    which  more   than  doubled   in  1920 
as  compared  witfcL  1919,    increased  again  in  this  year   of  defla- 
tion,   rising  to  tte  enormous   total  of  [^1,284,000,000.        She 
issue   of  permanent  municipal  bonds  during  the  year  amounted   *o 
|1,E04,000,000,    in   contrast  with  issues   of  -5682,000,000   in 
1920  and  |691,000,000   in  1919,    the   highest  years    of  the  period. 

Business  failures   involving  a  total  of  only  $52,000,000 
are   insignificant  when   compared  %'ith  the  increases   in  capital- 
ization which   I  have    just   cited.      In   fact,    professor  Friday, 
whom  I  have   already  referred  to,   writes  in  the  lew  Republic  of 
December  14,    1921,    as   follows: 

"The   concern   of  bankers  and  bond   houses   is  no   longer 
to  find  a  market,   but  to  get  a  sufficient  supply  of  reasonably 
stable  issues.     As  .^ar  as  such  securities  appear  they  are 
absorbed  with  avidity.     High  surtaxes,    excess   profits   taxes,    the 
disheveled  state   of  European  industry  and  politics,    seem  pov.'er- 
less   to  check  the  flow  of  funds   to  the  investment  market." 
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Professor  Friday  estimates   the    capita  1  a ccumalation  for 
the  year  1921  at   over  8  billion  dollars,    as   follows: 

PROFESSOR  FRIDAY'S   ESTH' ATE    GF_  1921  SAVINGS. 
Domestic  Securities  purchased    (exclusive   of  refiindingl  : 

corporate   Securities  5,200,000,000 

State,   Municipal  &  U.    S.    Oovt.  1.300,000,000 

capital  exported,    as  measured  by: 

Gold,    Silver  &  U.    S.    Currency   imported  800,000,000 

Foreign  G-ovt.    and  other  securities 

purchased  500,000,000 

Am.    Securities   repurchased  100,000,000 

Immigrant  remittances   &  Foreign  relief  400,000,000 

Corporate   Surplus   Re-Invested  500,000,000 

Income   saved  by  agriculture   & 

business   not   corporate  1,000,000,000 

Euilding  opera  tiers    other   than 

public  and  corporate  1,000,000,000 

Total  Savings  8,800.000,000 

If   the  National  Income  did  not  drop  more   than  from  72 

billion  in  1920    to  44   billion   in  1921,    as    roughly   estimated, 

this   would  mean  that   in  1921  between  18  and  20  per   cent   of 

ithe;'lfieoae-''fKas'' eaved-^aad/Te^invested  by  capital  ov\ners   in 

this  year   of    severe  depression. 
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Rents   and  Boyalties   in  1921. 

Rents  rise  more   slowly  than  profits   and  prices,    bat 

they  hold  their    gains  more  tenacioasly-      Land  and  national 

resouroes  having   been  revalued  at  the  higher   price  level, they 

still  continue  for    the   most  part   to   demand  the  higher   rate   of 

return.      The   only-.exact  figures  for    19^1  available   on  this  point 

are   those  on   urban  dvselling  rent   of  the  Bureau  of  'labor 

Statistics.      These   are   shonn   in  the  follovuing  table 

Hous.ing 
(Bureau   of  labor   Statistics) 
1913  -   100 

Dec.    19 lA  100 

Dec.    1915  101.5 

Dec.    1916  102.3 

Dec.    1917  100.1 

Dec.    1918  109.2 

Dec.    1919  125.1 

Dec.    1920  151.1 

Dec,    1921  161,0 

Concentration  of   Capital  Holdings 

There   is  no   doubt  that   the  concentration  of  o^mership 
in  stocks   and   bonds  which  we  noted  even  in  1920   continued  at   a 
highly  accelerated  pace    in  1921.      In  a  period  of  depression  the 
smaller    and  vDeaker    owners   of   capital  are  forced  to  dispose   of 
their    securities  for    current    expenses. 
Conclus Ion 

It   is   plain  that   deflation  did  not   seriously  affect 
the    income   or    the   strong  position   of  the   owners   of   capital. 

Prices   of  mineral  and  manufactured  commodities  fell, 
but  not   so   soon   or    so  far   as   agricultural  prices. 
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Inflated   inventorj/-  values  'A'sre  reduced,    and  production 
vvas   curtailed,    thus   reducing   total  net  profits;    bat  deficits 
were    charged    up    to   reserves  accumulated  in   the   loom  period,    and 
merely  had   the   effect   of   reducing  the   total  addition  to   cor- 
porate  surplus  for   the  year. 

Dividend  payments  \-.ere   larger  in  1921   than  in  1920,    1919, 
or  1918,    and  v\ere   only   25  per    cent   less    than  1917,    the    largest 
year  on  record.     Dividend  and  interest  payments    combined,    due 
to   the   enormous   issues    of   bonds   at  high  rates   in  recent  years, 
were   actually   larger   than  in  any  previous  year. 

At   the   same    time,   due    to  the   large  payments    to   capital 
owners,    the   rate   of  new  investment  hardly  slackened.      New 
incorporations  were   less    than   in   the   extraordinary   years    of 
1918  and    1919,    but  were  still  nearly  four   times   as   large  as   in 
1913.      Bond   issues,    both  for  private   corporations  and  for 
Municipal  Governments,   were   larger   than   in  any  previous  year. 
The   higher  rate   of   failures   hardly  affected   the   growth  of 
invested   capital. 
Rents  and  Royalties  Remained  Up. 

The    concentre  tion   of    capital  holdings   in  fewer  hands 
continued  at  an  accelerated  pace. 

The    conclusion  must  be,    therefore,    that   in  so  far  as 
capital  was   forced   to  deflate,    it  absorbed  its    losses   out   of 
past  earnirgs,    and   so  was   able   to  expand   both  its    current 
payments    to   owners   and   its   new   investment. 

Feanwhile   it    consolidated   its  position  and   stiengthened 
its   hold   on   the   Rational   income  at    the   expense    of  a gri culture 
and   industrial  labor. 
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THE  DIYIdlON  or  gl^loKAL  IIICOIIE 

THE  PR03LEIT 

In  the  following  tables  the  division  of  national 
income  between  various  producing  groups  is  traced  from 
year  to  year  for  the  period  1913  to  1921  inclusive.   Sue 
a  study  makes  possible  some  factual  determination  of 
the  question  -  who  profited  most  by  the  disturbed 
period  defined  by  the  war. 

It  would  have  been  interesting  to  extend  this 
study  to  include  all  occupational  groups  -  not  only 
vvage  earners,  industrial  capitalists  and  agriculturists, 
but  also  small  shopkeepers,  bankers,  teachers,  etc. 
But  such  a  study  with  data  available  would  be  im- 
possible. 

Here  consideration  is  limited  to  the  division 
between  Agriculture,  Mineral  production.  Manufacturing 
and  land  Transportation,  followed  by  a  further  division 
of  the  income  from  mining,  manufacture  and  trans- 
portation between  wage  earners,  salaried  employees 
and  ovmers . 

The   large  increases  in  profits,  interest  charges 
and  other  returns  to  property  since  1915  have  been 
treated  from  a  number  of  angles.  But,  on  the  other 
hand  no  one  denies  the  large  increases  in  money  Vi'ages 
characteristic  of  the  same  period.  Both  increased 
profits  and  increased  wages  are  inescapable  accompani- 
ments to  periods  of  inflation. 

The  vital  question  is  -  which  came  out  the  net 


gainejc?       Bid  one   groap  increase  its   inoome  3t.ceiig"t]i 
at  the  expense   of  the  othei;? 

Unfojitanately  the  division  of  national  Inoome 
is  not  a  mattej;  of  public  reoocd*     But  of  Jiecent  years 
important  sources  for  the  aocujjate  estimating  of  the  size 
and  dist-t  ibution  of  national  income  have  become  avail- 
able.    The  fijjst  and  oldest  of  these  sources  is  the 
Census  Bureau  of  the  Department  of  Commerce.       At  five 
year    Intervals  the   census  publishes  veny  full  data  oon- 
oetning  manufacture,  mining  and  agj:i culture.     Interstalie 
Gommerce  Commission  "Reports  furnish  full  information 
concerning  the  raiijjoads.     And  such   information  as 
the  foregoing  is  supj3lemented  by  the  annual  publiaa- 
tion  of  the  Internal  Bevenue  Commissioner   "Statistics 
£•  of  Income".     I'hese  fein  publications  S.O  not  exhaust  the 

sources.     Financial  returns  of  corporations  are  an 
additional  source.     But  they  indicate  the  nature  of  the 
material  available. 

During  the  past  year  all  this  authoritative 
material  has  been  brought  together  by  the  national 
Bureau  of  EBonomic  Besearch  under  the  direction  of 
four   statisticians  of  national  reputation  -  Wesley 
0.  Mitchell,   formerly  Chief  Economist  for  the  War 
Industries  Board,   Wilford  I.  King,  well  knoiiiin  as  the 
author   of  one   of  the  first   comprehensive  attacks  on  the 
problem,  Frederick  B.  Maoaulay  and  Osvaald  W.  Khaath. 

As  the  figures  through  1918  are  based  entirely 


In  considering  tiae  strengtiaening  of  tbe  position 
of  capital  tbrougtx  the   inflation  period,   we  must  aiso  take 
account  of  municipal  and  government  bonds.     For  vviiile   it   ie  • 
true   that  tiae  money  loaned  on  them  was  used  for  public  pur- 
poses,   and  while   it   is  also  true  that  the  money  to  pay  the 
interest  is  raised  largely  from  taxes,    levied  on  corporate 
and   other  business,    it  is    also  true  that  the  interest  pay- 
mente  go   to  owners   of  capital,    and  constitute  a  lien  on 
the  future  national  income,   sb^cb  1&  .Itia  final  aspect  is  a 
payment  by   those  vvho  do  not  own  capital  to  those  nho  do. 
public  bond   issues,    of  course,    increased    on  account  of  ttve 
war  expenses,    and  the   inflation  of    the  currency. 

State   and  Municipal  Bond   issues  during  the  years 
1914  to  19£1  inclusive  are  tabulated  in  the  Harvard  Econbmio 
Service  Weekly  Letter   of  February   11,    192E,,    as   follows: 

NE%   PEEMASINT   MUI'IICIPAL  BOND   ISSUES. 


1914  $  474,000,000 

1915  499,000,000 

1916  457,000,000 

1917  451,000,000 

1918  297,000,000 
1819  692,000,000 

1920  684>,00O,000 

1921  1,20^,000,000 


TOTAL  ^4,756,000,000 


f 
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.GROWTH    OF  PUBLIC    BONOtD    U  E  BT,  13I4-- 192  I 
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$23,977  MILLIONS 


U.  S.    GOVERNME  WT  DEBT 


(IN     MILLIONS) 
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NEW    MUNICIPAL  BOND    ISSUES 
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Eacia  bond  issue  has  a  direct  effect  upon  the  real 
wages   of  v.age  earners,    aaad  the  problem  of  i^age  adjustment 
cannot  be  understood  without  ascertaining  the  extent  to 
which  fixed  charges   have  acquired  a  lien  on  national 
income.      In  addition   to  the   increase   in   public  debt  which 
I  have    just  called   to  your  attention,    there   is   the  U,   S. 
Government  dett,    which  has   increased   as  follov\,s: 

U;   £i    G0VERIJ]VIE1T   DEBT. 


pre  War  1914  $  1,190,000,000 

post  War  1921  ££-,977,000,000 

In  any  attempt   to  study  the  effects   of  inflation 
upon   the  division   of  national  income   this   enormous    increase 
in   Government  debt   is  very   interesting.        I  v.ill  show  that 
the  method   of  financing   the  war  by  loans  was    in  part  re- 
sponsible for   inflation  and  therefore  a  partial  explana- 
tion  of  high  costs  and  high  profits.        Here,    however,    I  am 
merely  slhowing  the  great   increase  in  guaranteed  return  to 
those  i«ho  own  capital  vvhich  is.    the  outstanding  result  of 
the    inflation  period.      The    increase   in   bonded  debt  maj  be 
summarized  as  follows: 

Corporation  $  6,981,000,000 

State   and  Municipal  4,756,000,000 

U.    S,    Government  2i,0QO,OOO,OOO 


TOTAL  ^Ji4,7i7,000,000 

From  this  total  approximately  |,6, 105, 000, 000 
should  be  deducted  for  refunding  operations,  leaving  a 
total  increase   in   the   country's  fixed  charges   amounting 
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to   428»6cE,O0OjO00,    au)   enormous   sum.      To   ttiis  may  te   added 
the   ooaparatioca  notes  v.liiicii  tiave   been  issued  to  ttie  extent 
of  $4,042»000,000,    bringing  the   total  increase   in  the   basis 
of  fixed   charges   since  1914  to  |^£, 674, 000, 000. 

This   huge   increase   in   the  right  to  first  share   in 
national   income   contrasts  iKith  tne  petty  ^5,  Oc5,000, 000  of 
stock  issued  during  the  period.  Capital  is  not  taking 

its   chance  ^vith  the  rest   of  us.        It   is   guaranteeing   its 
income   by   granting  itself  a  mortgage   on   the   production   of 
the   people.      It  has   apparently  established  a  property  claim 
not   simply  to  physical  goods,   plants  amd  natural  resources, 
but   to  the    income  v'*hiGh  the   future  labor   of.  the  workers  isill 
produce.        The  whole   country  is   to  be   perpetually  struggling 
to   pay   interest  on   the  enormous  mortgage,  Withioutt;  consider- 
ing the   billions   of  dollars   in   fundel  debt  existing  before 
1914,    the   ne-fj   issues  will  require  payment   of  at  least 
^1,500,000,000  annually"  as  a  fixed  charge,   v^hether  national 
income   amounts   to  40  billion,    50  billion   or  SO  billion. 

This    is  a  tax  of  |15.00  per   capita,    or   scmething 
bet¥..een  $60^00  and  *75.00  per   family  per  year. 
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Sarplas  as   a  Gnb-raiitee  to  Dividends 

I  M^nt  to  bring   oat  very  olea-cly  the  extent  to 
vvhich   capital  has   used  the   inflation  period  to  render 
Secure   a  steady   return  to  property  ovuners  in  strong 
contrast   to   the   increasing  insecorLty  of  labor-     One 
of  the  most  notable   achlevenitnts   of  the    inflation 
period,    inso  far   as    capital    is  coQcgrned,   was  the 
accumalation  of  enormous    surpluses   and  reserves. 

I  have  here   a  list  of   175   corporations  -^the 
same   group   to  r^hich  I    referred  \^lhen  discussing   cor- 
porate pt'ofits.     You  vvill  remember   my  reference  to 
the   division  of   these  profits   betvveato  dividends   and 
surplus.      On  December   31,    1920   these    corporations  had 
a  total  surplus   of   §4, 501, 240.925,   an  amount  very  nearly 
equal  to   their    entire   capital  stoofe   in  1914.      These 
accumulations   of   surplus  were   divided  among  the  in- 
dustries  as   follows: 
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Accunalated  Corpoj:a.te   Sarplases 
By  IndastEies 
(Decenber   31,19£0) 


IK2USTBY 


lJ:on  &  Steel 

Coal  &   Coke 

B»B»   Eq,iiipment 

Metal  Pcodaots 

Copper  Mining 

Miscellaneoas  Mining 

Petj; oleum  Products 

Building  Material  Mfg. 

Agricultural   Supplies 

Packing  Houses 

Food  Products 

Sugar   Producing  &  Befining 

Textile  Mfg. 

Clothing  &   Dry  Goods 

Miscellaneous 

Mercantile  &  Mail   Order 


SUBPLUS 


;, 958, 160 
139,075,444 
139,791,071 

415,385,799 

189,889,720 

65,907,790 

906,445,900 

148,441,362 

144,142,191 

211,413,840 

207,013,85  8 

111,717,780 

83,085,551 

128,417,306 

524,801,773 

258.750,570 

#4,501,240,925 
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United  S"ba:es   Steel  Cojipojiation  shoined  a  suLCpliis 
of  |527,107,628,    Cracible   Steel  one   of  <p50,430,698, 
BUdvale   Steel  and  Ordinanoe,    a  saiiplus   of  |55,733,623. 
PLttsbaxg  Coal  Conipany  had  aocumalated  $31,808,164. 
Lehigh.  &  Wilkes  Bar^e   Coal   Company,    an  aJEEthracite  pro- 
daoer   had  a  surplus   of   $26,018,882.     AmeJiioan  Car    and  !■  ..w 
Foundry  reported  a  surplus  accumulation  of  ::i)48,597,526, 
:\nerican  Locomotive   one   of  |27,026,639. 

i^or  the  Copper  interests  Phelps-Dodge  Corporation 
showed  a  surplus  of  $118,741,517,  miami  Copper  a  sujcplas 
of   $43,188,113,    and   Calumet   one   of   $31,745,991. 

United  Shoe  Machinery  Company  had  accumulated 
over   $29,000,000,   Amerioan  WoSlen  Confsany  showed  a  total 
surplus    of   $31,127,753. 

The   surplus  of  Armour  &   Conpany  amounted  to 
$92,239,878,  while  Swift   came   a   close    second  with 
$85,359,004.     American  Sugar  Refining  Company  showed 
a  surplus   of  $29,677,179  and  Cuban- American  Sugar    one 
of   $40,087,439.      In  the  grain  products   industry  similar 
surpluses   are   shown,    $54,404,540   for    Corn  Products 
Refining   Company  and  $£2,656,125  for   national  Biscuit* 
United  Fruit   Company  shows   a  surplus    of  $84,387,104)!^ 

We  have  reports  from  four    oil   companies  with 
surpluses   over   $100,000,000,    standard  Oil   of  K.    Y. 
with  $201,154,613,    Standard  Oil  of  Indiana  with 
$133,438,603,    Gulf  Oil  Company  with  $102,829,011, 
and  the    Texas   Company  with  $106,712,529. 
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International  Harv^stet    Conpany  had  a  surplus   of 
081,959,468   and     Deere  &  Company  one   of  $20,044,665. 
United   States  Rubber    Company  reported  $72,5115  553,    and 
Goodrioh  §56,853,850. 

Six  Corporations  out   of  the  175  together   shois  a 
total   surplus   in  December   31,    1920,   amounting  to   ^ 
$1,189,983,889.  The  stock:  holders  of  those   corpora-, 

tions  are   surely  Tseir  bulwarked  against  any  period  of 
depression  which  may   develop.      Their    dividends   ace,   to 
all   intent   and  purposes,    guaranteed.      The  following 
quotation  frora  the  vTall  Street   Journal   of  November    22, 
1920  states   this    olearly,    as  follo\Ds:- 

"The  most    satisfactory  factor    in  the  situatioaa 
is  the  strong  position   of  the   Steal   Companies.      None   of 
the  larger    ones,    and,   for  that  ratter,    few   of  the  smaller, 
have  dissipated  the   large  profits   they  made     in  recent 
years.      They  have  large   deposits    in  the  banks  and  are 
afele  to   tako  care   of  their    customers"   needs   by   credit 
whenever   necessary  end  prudent. 

"In  fact,    so   well  entrenched  are    ahe  big  steel 
companies  financially,    that  they  could  go  through  a 
period  of  depression  without  omitting  dividen(is." 

This   situation  is  true  not   only  of   the   Steel 
industry,    but   also    of  the  E'ood  Products   Industry,    of 
the  Rubber    and  Tire   Industry,    of  the  Farm  Machinery 
Industry,    of   the  Petroleum  Industry,    of  th©  Railroad 
Equipment  Industry,    in  fact  .f Almost  without  exception 
of  all   industries. 
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Ihe  following  advertisement;  ijaolished.  by  Koontz  &  Co»» 

members  of   bhe  New  York  Scock  Exchange,   on  March  31,   19E1,    ia 

very  much  to  the  point,      it  reads; 

"U.   S.    SSEE3i" 

"Actual   cash  on  hand  of  $167,596,613, 
sufficient   to  pay  dividends  on  common  stock 
for  over  six  yeaxs»" 

Stockholders   in  such  a  corporation  had  nothins,  to  fear 
from  a  very  considerable  period    of  depression.      The  financial 
statement  for  1921,   published  early  in  192S,   shows   approximately' 
$14,000,000  deducted  from  surplus   to  pay  full  dividends    on   the 
stock. 

So  far   as  large   corporations   axe   concerned  it   is  appar-,i..t 
that   the   inflation  period  enabled  ca,:ital   to  guarantee   its 
position.      It   came  out  of  the  period  with  billions   of  dollars 
7;orth  of  nevs!  bonds,    fixed  charges  upon  national  income.      Its 
surplus  acc-umulations  placed  it  in  a  position   to  continue  div- 
idend pa^^ments   during  a  period  when  capital  was   actually 
unemployed. 

The  reservation   of  a  large  part  of   the  profits   of   in- 
flation for  distribution  during  the  period  of  deflation  had 
another  advantage  from  the  point  of  view  of  the  ovraer  of  corporate 
capital.     Personal   incoxae  taxes  were  deferred  to   a  period  of 
lower  surtaxes,    and,    a  fact  which  is  of  very  great  importance, 
dollars  were  distributed  when  their  purchasing  power  was  very 
much  higher. 

By  way  of  final   comment  on  the  way  in  which  industry  was 
prepared   to  enter  a  period  of  shutdown  without  feeling  the  loss 
I  wish  to  point  out  that  B5  of   the  corporations    considered  have 
tose'cher  more  thaJa.  half  the  surplus  shasrn,   or  a  total  of  over 
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$2,350,000,000.      The   significance   of  this  lies    in   the  fact   that 

these  25  corporatiocES  practically  dominate   the  important  indvis- 
tries  of   the   countryr        Jhey  are   the  largest  corporatioiES  in  the 
Steel,    Coal,    Copper,    Oil,   Rubber,   Electric,    Textile,   Meat,    Grain 
Products,   Sugar,   Fruit,   Agricultural  Supp?.^^,   Railisay  Equipment, 
Building  Material  and  Household  Supply  Industries.      Their  surpluses 
vjere  so  enormous   that   the  law  of  supply  and  demand,    insofar  as 
it  affected  their  product,   might  be  laughed  at  for  a  very  consid- 
erable period*     Kot  even  an  extreme  drop  in  demand  need  farce 
them  to  lov?er  prices  until  they  were  satisfied  that  it  was   to 
their  interest  to  have  business  pick  up. 
Gorporationa  with  Large  Surpluses   dominate  Labor  Market. 

The  contrast  between  the  secure  position  of  capital  which 
I  have    just  pictured  and   the  insecure  position  of  the  worker   ia 
striking.        These   corporations,    which  were  prepared  to  go   through 
a  long  period  of  unemployraent  without  omitting  the  returns    to 
security  holders,   had  also  a  very  complete  monopoly  of  jobs,      m 
other  words,    they  were  in  full  control  of  the  market  in  which  the 
v;orker   is  supposed  to   sell  his  labor.      The   completeness   of  this 
domination   of  the  labor  market  by  the  large   corporations   appears 
in   the  following  tables  which  sho\ild  be   considered  with  great  care. 

Percentage  of  Wage  Earners   and  Product  Controlled  by 

Corporations. 

Percentages   indicate  proportion  of  total  manufacturing   industry. 
(U.S.   Census  figures) 

Factors   in  industry  ^ percent   to   total 

I9M  ~I909~  T5T1 — 


1 5  6 


number   of  establishments  SS.6^  25.9^^              28.^ 

Proportion  Wage  Earners                          70.6  75,6  80.2'' 

Proportion  of  Value  Produced               73.7  79.0  83.2 

Proportion   of  Value   added                       71,9  77,2  81.9 

Prom  this    table  it  appears  that  an  increasing  proportion 


■4     C    ^S' 


of  the  employees   of   Indus  Gr^'    are   couiinj  under    the  control   of 
corporations.     By  1914,    the  last  ^ear  for  which  full  figures 
are  available,    80  per  cent  of  the   industrial    jobs  were   con- 
trolled by  them,    although  they  constituted  less   than  3/l0  of  the 
total  number   of  industrial  establishments    in    che   country. 

Of  even  greater   interest  is    che  nsxt   table  to  which  I 
wish  to   call  attention,      jfhis    table  sho'vvs   the   percentage  cfiC  wage 
earners   controlled  by  concerns  with  product  valued  at  over 
$100,000  iter  year. 

Percentage   of  Wage  Earners   and  Product  Controlled  by  concerns 

with  Product   of  over  ;^)100,000. 


(u. 

.s. 

Census  Figures) 

Factors 

in 

Industry 

Proportion 
1904 

of  total 
1909 

Manufacture 
\914 

11.5^ 

12,3^ 

74.3 

77.9 

sa.s 

84.7 

77.5 

80.8 

number  of  establishments  11. E^ 

Proportion  of  Wage  Earners  71.6 

Proportion  of  Value  produced  79.3 

Proportion   of  Value  added  74.1 

From   this   it  aptoears   that  during  the  10  vear  period  shown 
an  increasing  number  of  the  employees  of  industry  were  coming 
under  the  control  of  the  larger  concerns.     Less  than  l/8  of  the 
total  number   of  establishments   in  1914  controlled  over  3/4  of 
the   industrial   jobs. 

A  further   table,   which  considers   only  those  very  large 
corporations  whose   output   excee-i-S   ;;pl,000,000  annuallv,    com- 
pletes   the  picture  of  the  concentration  of  control  of  jobs   in 
the  hands   of  these  corporations   which  amassed  great  s\irpluaes 
through  the  inflation  period. 


Percentage  of  Wu^,..  iiJccners  and  Proaueb  controlled  by  concerns 
■jilza   product  of  over  $1,000,000. 

(U.S.  Census  Figures) 


1.1^ 

1.4f. 

30.5 

35.2 

43.8 

48.6 

35.7 

41.4 

Factors  in  Industry  Proportion  of  total  Manufacture 
1904        1909       I^^-" 

Number  of  establishments  0.9^ 

Proportion  of  wage  earners  25.6 

Proportion  of  value  produced  38.0 

Proportion  of  value  added  E9.9 

This  is  an  extremely  significant  set  a£  figures  for 
any  one  attempting  to  understand  the  working  of  the  law  of 
supply  and  demand  as  it  affects  the  wages  of  labor.  And  our 
problem  ia  to  find  how  wages  are  fixed  in  the  open  market  in 
order  to  get  some  basis  for  estimating  the  extent  to  which 
justice  enters  in  as  a  determining  factor. 

This  last  table  shows  that  in  1914  approximately  l/70 
of  the  total  number  of  industrial  establishments  in  the  country 
controlled  over  35^  of  all  the  industrial  jobs.   Their  control 
of  the  product  of  industry  was  enormous,  the  value  of  their 
product  being  nearly  X/Z   of  the  total  value  produced  by  all 
the  manufacturing  plants  of  the  country. 

The  full  census  figures  on  which  these  small  tables 
are  based  will  be  found  in  the  appendix  to  this  statement. 

This  is  corroborated  by  the  following  table  in  which 
the  establishments  are  classified  according  to  the  average 
number  of  wage  earners. 
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Manufactures »    class  if  iecL  according  to  Average 
Number  o£  Wage  Earners   -1914  Census  d£  Manufactures. 


.Number  oi 

;Average 

:Percen^ 

■"of  TbfaL 

rastab-: 

Establishment  Employ- 

'Establish 

number  wage 

:lish-   : 

wage 

ing; 

ments 

: earners , 

: ments    : 

Earners 

Mo  Wage  Earners 

'.    32,856 

. 

11,9    : 

1  to       5  Wage  Earners - 

140,971 

.    317,216 

51.1    : 

4.5 

6   to     SO           "                 : 

54, 379 

.    606,594 

19.7    : 

8.6        : 

21   to     50            " 

22,952      • 

742,529 

8.3    : 

10.6 

51   to  100            '\ 

.   11,079      . 

791.726 

4.0    : 

11.3        : 

101   to  2.50            '^ 

8,470     1,321,077 

3,1    ; 

18.8 

251   to    500            " 

.      3,108     1,075,108        : 

1.1    : 

15.3 

501   to  1  000          " 

1,348          926,828        : 

.5   : 

13.2 

over  1,000           'i                ' 

648     1,255,259        : 

.2   : 

17.8         : 

■s— 

Note  that   there  are  6Zfa>  of  th.e  establishments   employing 
only  4.5^  of  the  wage  earners  while  at  the  other  end  of  the  list 
tiiere  are  7/l,  000th  of  the  establishments  with  31,^'^  of  th.e  vjage 
earners.      This  concentration  of  control  renders   interlocking 
directorships   end  manufacturers  ^   associations  a  simple  matter. 
•It  places   these  larger  concerns   in  a  key  position  from  which  to 
dictate   the  general  employment  policy   of  the  country.     Even 
closer  association  with  credit  agencies,   mines   and  railroads 
renders    the  unit  a  practical  dictatorship  of  the   commercial   gro.'.j, 

Contrast  the  concentration  above  shown  with  the  size  of  the 
smaller   establishments.     Two   thirds   of  all  the  industrial 
establishments   in  the  country,   184,992  in  number,    averaged  only 
three  employees   each.      They  employed  altogether  only  558,660 
employees,    approximately   8/o  of  the  total  ihdus trial   employees 
of   the   country.      As   a  matter   of  fact  241,806  establishments, 
87.7^  of   the   total  number   employed  an   average   of  less    "chan   6| 
workers   a  piece,    the   total  niomber  employed  by  then  being  only 
1,558,260  or   approximately  22^  of  the   total  industrial  workers. 
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It  is  a  well  known  fact   that  cci.trol  of  £,  marliet  can  be 

maintained  without   either   complete   ov;nership   oir  even   the 

ownership   of  over  l/S,.      In  terms   of  'uhe  labor  uarket   this   fact 

is  well   expressed,  by  the  Kew  York  World   in   its    iasue   of    September 

4th,   1920,    as   follows: 

"It  does  not  take  a  very  large  floating,  supply  of  labor 
to  break  i:he  whole  labor  m^prket.W 

Now  in  our  study  of   the  labor  market  we  are  faced  with 
the  undeniable  fact   that   there   is   a  small  group  of  interests 
vi/hich  controls    Ihe  prices   of  basic  materials  to   such  an  extent 
that   it  can  lock  out  cons-uners   and  which  also   controls   the   jobs 
to  such  an  extent   that   it  can  virtually  make  labor  a  drug  on 
the  market.     In  going  over   the  next  set  of  tables   to  which  I 
will  call  your  attention  I  want  you  to  see  that  control  of  pay- 
rolls   and  control  of  consumers   is  virtually  the  same  thing*    in 
other  words  industry  can  be  strangled  either  by  maintaining 
prices  whiclj  are  entirely  out  of  proportion   to  the  level  of- 
wages,    or  it  can  be  strangled  by  cutting  the  spending  power  of 
labor  as  a  consumer   through  big  reductions  in  total  payrolls.     , 

in   tiirning  from  the  inflation  period  to  a  study  of  de^ 
flation  as   it  affected  wages  I  want   to  call  attention  first  to 
the  fact  that   the  first  drop  in  prices  was  a  drop   in  the  price 
of  farm  products  which  operated  immediately  to  cut   the  pur- 
chasing power  of  the  agricultural  part  of  the  population.    The 
Joint  Commission   of  Agricultural   Inquiry  has  estimated  that 
40  percent  of  the  country^ a   consuming  power  i°s  connected  with 
the  farms. 
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PART  V 
DEPL-ATION  PERIOD  AWD   ITS  EFFECT 

* 

CAPITAL  Alb)  LiLBOR. 
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DEFLATION  PERIOD  1J5T)  ITS  A.ggPICT  ON  CAPITAL  AM)  LABOR 

Concentration  of  Advantages  of  Inflation  Period  in  Few 

Hands « . . 

Consideration  of  the  facta  v^hich  I  have  so  far  pre- 
sented will  lead  to  the  conclusion  stated  in  a  single 
sentence  in  the  report  of  the  recent  Congressional  Joint 
Commission  of  Agricultural  Inquiry  as  follows:  "Inflation 
has  the  effect  of  taking  money  fiL-orr.  some  groups  and  giving 
it  to  others."  Analysis  of  Statistics  of  Income  published 
by  the  Bureau  of  Internal  Revenue  of  the  Treasury  Depart- 
ment  shows  that  the  benefits  accrued  to  considerably  less 
than  one  per  cent  of  the  population. 

Prom  the  report  it  appears  that  over  fifty  per  cent  of 
the  dividends  paid  during  1918  went  to  persons  with  incomeo 
in  excess  of  §25,000,  or  to  less  than  ifo   of  those  reporting 
incomes.  As  a  matter  of  fact  this  group  amounts  to  about 
1/10  of  1%   of  the  persons  reported  by  the  census  as  gain  - 
fully  employed.  According  to  this  same  report  8lfo   of  all 
the  dividends  reported  in  1918  went  to  slightly  over  8% 
of  those  reporting  incomes  or  to  about  9/10  of  ifo   of  those 
reported  as  gainfully  employed.   This  same  approximately 
ifo   of  the  total  income  receivers  of  the  country  received 
70/0  of  the  combined  interest  and  dividend  payments. 

Ue   get  a  similar  picture  if  we  analyze  the  distri- 
bution of  government  bonds.  As  they  were  originally 
issued,  over  two-thirds  of  the  total  interest  went  to 
those  who  could  afford  bonds  in  denominations  of  $1,000 
or  over.  Needless  to  remark,  these  were  not  wage  earners. 
Since  that  time  there  has  been  a  steady  tendency  toward 
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concentration  of  these  "bonds  in  fewer  hands «  Already  by 
the  middle  of  1920  this  concentration  was  well  under  way, 
as  appears  in  the  Report  of  the  Secretary  of  Treasury 
for  the  s^ear  ending  June  30,  1920.   This  shows  the  sur- 
render of  bonds  of  small  .denominations  for  reissue  in 
the  larger  denominations  as  follows: 
SHIFT  IN  JDEITOMIMTIOUS  OF  LIBERTY  BOJTOS  MID  •\gCTORY  JI0T3S. 
Original  Deliveries. 

Amotint  issued  of      Amount  issued  in 
Denominations each  denomination two  large  groups. 

I  50.00  $2,815,000,000 

100,00  3,390,000,000 

500,00  2,096,000,000        ^8,301,000,000 

$1,000.00  $9, 767; 000, 000 

5.000.00  1,493,000,000 

10,000,00  3,210,000,000       |14,470,000, 000 

Surrenderee!  for  Exchange 

I  50.00         $1,114,000,000 
100.00  909,000,000 

500.00  209,000,000       $  2,232,000,000 

$1,000.00  $   862,000,000 

5,000,00  340,000,000 

10,000,00  758,000,000       $  1,960,000,000 

Reissued  in  place  of  Surrendered. 
$50.00  $243,000,000 

100.00  179; 000, 000 

500,00  182,000,000        $   604,000,000 

$1,000,00  $2,543,000,000 

5,000,00  282,000,000 

10,000,00  763,000,000       $  3,588,000,000 

The  steady  concentration  of  holdings  is  seen  in  the 

following  recapitulation: 

Denominations       original  Deliveries  Status  June  5o,19gc 

$50  to  $500   •       $8,301; 000, 000      $6,673,000,000 
$1,000  to  ^10,000         14,470,000,000      16,098,000,000 


1  C  5 


g3 


In  other  words  more  than  70^^  of  the  Interest  on  govern- 
ment indebtedness  was  due  to  those  who  could  accumulate 
bonds  of  denominations  of  !j)l,000  or  over. 

Effect  of  this  Concentration  of  Increased  purchasing 
Power 

The  fact  that  the  extraordinary  heights  reached  bj 
wholesale  prices  had  the  effect  of  taking  money  from  the 
part  of  the  population  living  on  small  incomes  and  giving 
it  to  the  very  small  part  of  the  population  living  on 
large  incomes  led  to  very  important  consequences  as  an 
influence  on  the  course  of  the  deflation  period. 

The  buying  of  the  commodities  essential  to  life  is 
very  largely  distributed  according  to  population  or 
better,  according  to  the  number  of  consumers.  For  this 
reason  the  large  incomes  enjoyed  by  a  very  small  per  cent 
of  the  population  do  not  create  an  effective  demand  for 
the  essentials  of  life  in  keeping  with  the  total  income 
received. 

In  other  words,  any  tendency  which  gives  the 
large  income  receivers  a  title  to  an  increased  share 
of  national  income  tends  to  reduce  the  proportion  of 
the  national  income  which  is  spent  for  food,  manu- 
factured clothing,  household  furnishings,  etc.  As  a  re- 
sult the  demand  for  these  articles  falls.  Without 
analysis  of  the  relative  proportion  of  income  going  to 
one   class  as  contrasted  with  another  the  situation  would 
be  plain  as  the  result  of  a  glance  at  the  gap  between 
wholesale  prices  and  wages  which  was  described  for 
each  major  industry  earlier  in  my  presentation. 
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Ho^  Deflation  Comes  About  and  Wtiat  It  Shows; 

Tbese  serious  ups  and  downs  in  industry  wbich  cause  so 
mucli  Buffering  among  ttie  Y>'age  earners   seera  to  be  due  to    the 
fact  that  business   is  not  run  for  tlie   purpose   of  serving  the 
buman  life  of  the   community,   but   is  run  by  men  whose  dominant 
interest   is   profits.     Service  to  the  community,    that  is,   pro- 
viding a  regular  amount  of  the  necessities   of  life  for  each 
family   is   treated  as  a  by-product   of  profits-      The  ;«hole 
business   exists   first  and  foremost   to  produce  profits.      If  it 
happens  to  produce  a  living  for  the  population,    that  is  ^ell 
and  good.     But   if  more  profits   could  be   produced  by  neglect- 
ing the   production   of  food  and   concentrating  upon   producing 
and   selling  to  the   people   taias  of  millions   of  mechanical 
dancing  lionkeys,   why  then   the  iRelfare   of  the  community  %'ould 
require  that  capital  and  labor  be  diverted  from  agriculture 
and  concentrated  upon  factories  and  sales  and  advertising 
forces   to    the   end  of  putting  ten  mechanical  dancing  monkeys 
in  every  home. 

Ko'W  business  dominated   by  the  profit  motive   is   highly 
speculative.      That   is  because  men   are  more  dominated   by  fits 
of  excitement  and  depression   than   they  are   by  foresight.      As 
Sk  result,    7vhen  business  starts  up   ta5?,'ard  prosperity  increasing 
profits  are   immediately  capitalized  and  prospective  profits 
are  over-capitalized.     Wholesale   prices  are  forced  ahead     fo 
create  ihe  returns  which  profit  seeking  capital  demands.     As 
prices  increase,    every  transaction  rei^uires  a  larger  amount  of 
interest-paying  short  teaiffi  loans.        This  goes   on  until  it 
reaches  a  point  where  the  demands  of  return   to  vastly  in- 
creased capital  cannot  be  met  vvithout  raising  Vvholesale   prices. 
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iRhicb.  tiave   outSttripped  botU  wages  and  retail  prices   to  tkie 
point  wbere  the  reduction  in  the   amounta  ^^hich  the  consumers 
can  buy  "idill  cancel  the  gains  from  the   increased  prices.      In 
oth^r  TKords   it  is  discovered  that  the  real  demand  of  tlae  com- 
munity  has  not   increased  by  more   than  a  very  small  percentage, 
that  the   increase   in   income   has  been  largely  a  paper   increase, 
aE)d  that  the  high  prices  are  going  to  break  the   purchasing 
po\«er  of  the  retailer  or  the  consumer  on  whom  he   is  dependent. 
Then   is  the  time  when  tiae  strong  break  the  weak,   ^hen   those 
entrenched  behind  huge  financial  resources,    instead  of  throw- 
ing in  those  resources  to  help  the  community  tide  over  the  re- 
adjustment,  use  them  instead  to  enable  themselves  to  sit  tightj 
thUiS  bringing  about  a  sudden  plunge   into  depression  through 
which  they  come  with  their  titles   to  an  increased  slaare  of  na- 
tional income   intact.     They  secure   that  increased  share  throu^^ 
the  reduction   <M  a  new  class  of  the   population  to  the  bare  sub- 
sistence level  Tj\hich  is   considered  the  portion   of  the  mage 
earner. 

It  is  this   force  acting,   which  is  today  determining  the 
wages  of  industrial  isorkers  and  the  condition   of  the  farmer, 
whose  well-being   is  absolutely  interlocked  v^iith  the  7iell-being, 
that   is,    purchasing  power  of  the  great  body  of  consumers,    the 
wage  earners.      I  want  now  to  sho-ci  you  how  that  force  has  acted 
during  the  present  depression   in   order  that  you  may  understand 
the  mass   of  wage   statistics  which  the  railroads  have  recently 
put  upon   the   table.      It   is  the  pressure  of  this   force  wBaich  is 
today  seeking  a  reduction  in  the  wages  of  railroad  workers,    to 
prevent  its   own  deflation. 


IleflatLon  appears    in  ^Tioes. 

As   already  pointed  oat,    wholesale   prices  v^iere  raised 
to  such  heights   that   they  constitated  what  might    be  termed 
a  look-oat   of   consumers.    The  natural  demand  for    consumers 
goods  vvould  of  necessity   be   relatively  stable.   Except   for 
the  slovv   increase    in  population  the   countrysneeds   in  the 
way   of  meat,    cereals,    bread,    eggs,   milk,    butter,   vegetables, 
fruit,    clothing,    housef urnishings ,    fuel,    etc,    go    on 
steadily  from  year    to   year.    The   extraordinary  thing, 
viihich   I  vvill    consider    in  detail   later,    is  that  T;i!iih  all- 
the   excitement    of   the    inflation  period,    production   increased 
so   very   little  more  rapidly   than   the  population* 

Early  in   1920   the  pressure   of  wholesale  prices   upon 
the   retailer    ..ho  «as    constsintly   bound  by   the    consumer's 
purchasing  povier    reached  a  point  vthere  the   demand  for    goods 
began  to   fall   off.    People    began  to   buy  less   meat,    less 
flour,  ^less   clothing,    less   shoes.    It   was   called  a  buyers. 
strike.    But   I    think  my  name  for    it   is  nore   accurate, 
namely,    a  buyers   lock   out. 

The  follovking  table   shovvs  ftbe  course   of  wholesale 
commodijjy  prices  from  the    end  of  the   inflation  period 
through  the   early   stages   of   the    depression.  Eor    purposes 
of    reproduction  this    table    is    split   into  three    sections* 
The    black  line  traciJag    its   way  across   the  sheets   shows 
the  month  in   .vhich  prices    of   the  various  commodities  start- 
ed  dorm. 
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In  order    to   see  the   true   significance   of   these  prices  it 
TAiill  be  neecessary  tc   take  into  consideration  certain  facts 
mhich  do  not  appear    in  the  table   itself, From  the  table  it 
appears  that   the  peak  price   of  meats    and  livestock  was  reached 
in  1919,   vihile   the   apvvard  Swing   of   business  vsas.ijust  starting 
its  final  stage.   Similarly   it   appears   that  the  peak  of  prices 
for    farm  products   and  for    crops  wias  reached   early  in  1920, 
before  the  real  appearance   of    unemployment  and  the   deflation 
of   the   earner's  purchasing  povser .    But   a  careful   examination 
of   the   figures  for    all   commodities,    it   seems   to  me,    discloses 
the  fact   there  aif-e  two  distinct    influences  at   nork   upon 
these  prices*   Let    us    consider    a  number    of    the   distinctly 
consu:;iers   commodities,    those   vvhich  enter    directly   into  the 
cost    of   living   to   a  family* 

Take   hogs   and  pork  products.    The^   have   been  considered 
the   poor   man's   .-neat.    They  v-vere  also   exported  on  a  large 
scale.    The    .-iholesale   prices    of   pork  products   increased  by 
a  much  larger   percentage   than  any   other    meat  products. 
From   this  table    it   appears  that   the   price   of  hogs  reached 
a   level   over    16  5^  above   that   prevailing  in  1913,   Hov*,    after 
June,    1919,    the   esrport    of  thi   products    began  to   decline. 
fhe   result  appears   to  have    been  a  shacp   drop    in  price 

from   the   abnormally  high   level.    This  lasted  from  August  to 
the   end  of   the   year.    Them,    it  appears,    the    decline  -'Sas 
arrested  at   about   the   level  above  1913  vvhich  had  been  reacned 
by  other   meat   products.    After    that  pork  prices,  actually 
rose  to   a  new,    although  lovi^er    peak   in  September,    1920. 
It    is   bet\^een  September    and -louember  ,    1920,    that  vne  f.ind 
the  real  sharp  drop  from  a  level  nearly  100^  above   1913. 
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This  real  drop  to   a  level  v?hich.  hart   the  farmer   «as  the 
resalt   of  a  decline   in  consumptLon  forced  by  a  combination 
of  high  prices   and  declining  payrolls-    This    is    coroborated 
by   a  glance   at   the   coarse   of  retail  food  prices.    The  retail 
priige   of   pork  pcodgcts    did  not  really  break  antil  September 
and  October,    1930,    or    ontil  after   the    developement   of  aneraploy - 
ment  vsas    In  fall  s^ing..   At  that   time   all  pork  prodacts   vvere 
more   than  100   percent  above   the   1913   level   of   prices,    and  the 
price   of  fresh  pork  «as   138   percent   above  that  level.    This 
appears    in  the  follorving  table   shoiiDing   the  retail  prices  of 
pork  prodacts   during   1919   and  1920. 
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COURSE  OF  RETAIL  PRICES 


OF  PORK  PRODUCTS. 

(U.  S.  DSPT.  OF 

LABOR  -  IlIDEX  ITOICBERS 

BASED 

( 

DN  1913  =  : 

LOO) 

(JAIJ 

.  1921  LABOR  RSVIHY) 

Pork 

Bacon 

Ham 

Lard 

Cho-bs 

1919:  Av. 

for  year  201 

205 

209 

134 

January 

193 

217 

199 

211 

February 

180 

205 

193 

205 

March 

184 

203 

191 

211 

April 

197 

212 

197 

223 

May 

205 

210 

203 

246 

June 

202 

212 

205 

254 

July 

220 

215 

211 

266 

August 

223 

214 

212 

266 

September 

219 

206 

205 

242 

October 

211 

196 

195 

228 

November 

200 

189 

188 

231 

December 

181 

186 

186 

221 

1920: 

January 

178 

186 

187 

215 

February 

180 

186 

188 

204 

March 

186 

186 

190 

192 

April 
May 

206 

191 

199 

191 

202 

195 

206 

189 

Jnrie 

194 

200 

215 

185 

July 

208 

203 

222 

184 

Augus  t 

219 
238 

__.  ^03 

223 
^       222 

177 

September 

202 

177 

October 

238 

202 

1    185 

November 

210 

196 

212 

'    183 

17 


Ihe    saae   thliig   csems    to   be   'ctae   of   cab  tic  prices   and  of 
the   prices    of   live-stock  and  beef  in  general*    There  nas  a 
first   drop   in  1919    dae   to    the  falling   off    in  exports,    Bat   the 
real  plunging  of  the  price   came   relatively   late  in  1920  vvhon 
the  home   demand  fell   off.   lote    in  the   uholesale  price  table 
that  the   price    index  for   livestock  rose   slightly  early   in 
1920   and  did  not  drop   sharply  tovvard  pre-i-^ar    levels   until 
S©p  "feffinnliDea;    of    that   year.   The   price    index  of  cattle  steers 
follov.s  a  similar    course,    rising  from  May  to  September, 
1920,    and  beginning  the  real  plunge  toviiard  pre-T«ar   prices 
in  October.   A  glance   at  the  follovsing  table   showing  the 
index  nurabec    of  the  price  gf   beef  products    during   1919    and 
1920,    demonstrates   the  fact   that   this    did  not   begin  to 
decline   until  the    latter    half  of  1920,    although   it,     started 
down  earlier    than  pork. 
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COURSE  OF  RETAIL  PRICES 


OF 

BEEF  PRODUC 

TS 

(U.S.  DEPARmENT 

OF  LABOR  -  INDEX  NUlvIBERS  BASi;D 

(JAE 

0 

N  1913  = 

100) 

.RY  1921  - 

LABOR  REVIB/7) 

Chuck 

Sirloin 

Round 

Rib 

Plate 

steak 

steak 

roast 

roast 

Beef 

1919:  Av. 

for  year    164 

174 

164 

169 

167 

January 

162 

175 

165 

175 

181 

February 

162 

174 

165 

174 

181 

March 

165 

177 

169 

178 

183 

April 

172 

182 

175 

184 

187 

May 

175 

187 

178 

186 

186 

June 

170 

181 

171 

176 

174 

July 

171 

183 

169 

173 

168 

August 

166 

,   177 

164 

166 

160 

September 

161 

170 

158 

158 

150 

October 

157 

165 

155 

153 

145 

November 

155 

162 

153 

151 

143 

December 

154 

161 

153 

152 

143 

1920: 

January 

159 

166 

159 

158 

152 

February 

160 

167 

159 

157 

152 

March 

161 

168 

161 

157 

150 

April 

170 

179 

169 

166 

157 

May 

171 

179 

169 

166 

155 

June 

182 

191 

176 

174 

157 

July 

192 

202 

181 

179 

158 

August 

186  ■ 

196 

176 

172 

154 

September 

185 

193 

175 

170 

152 

October 

177 

188 

168 

162 

147 

November 

171, 

178 

165 

158 

146 

1 
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Following  across  the   tatle  v/e   find  that   the  price 
of  wheat  and  wheat   flour  did  not  start   down  in  good   ear- 
nest until  the  latter  half   of  1920,   when  the  domestic 
demand   fell   off.    The  price   of  whesiit   did  not   go  under 
200^  above   the  1913  level  until  August,   1920,   and  the 
sharp   drop   from  an  index  number  of  285  and  an  index 
number  of  201    comes  between  September  and  November. 
Export   demand  had  kept   the  prices   of  pork  and  wheat 
far  above   the  leVels  attained  by  other  similar   food   sta- 
pies,   and.  the  result  of    the  v,^ithdrawal   of  this  abnor- 
mal demamd  was  merely  to   cause  them  to    find  that  level. 
When  the   domestic   consumer'^s   demand   fell  with   the 
onset   of  unemployment,    then  with  all  other  commodities 
of  their  class  they  fell  rapidly  toward  pre-war  price 
levels. 

A  glance  at   the  Farm   Crops   index  which  is   included 
in  this  table    of  wholesale   prices  will  show   that  there 
is   a  natural  rise    in  prices  up  to   the  summer  months 
when   crops  begin  to  be  haratested.  After  that   there  is 
a   decrease   in  price   to  the    end   of  t];;:   harvest  season, 
when   the  upward  movement  begins  again.   For  this  reason 
the  index  numbers   for   cOrops  should  really  be  based  on 
some    base  which  would  talre   this  fact   into  account.   From 
the   facts  as   they  appear  in  the    table   it  does  not   appear 
that   the   prices  fell  away  from  this  tendency  until 
September   or  October,  when   they  dropped  from  a  level 
168^  above   the  1913  level  to  a   level  first  139^  and   then 
102^  above  that  level.  Referring  to  the   Department  of 
lalbor   index  numbers  for  retail  food  prices  we  find 
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from  the   following-  table   that   the  prices   of  flour,    corn 
meal,   rioe,   potatoes  and  sugar  did  not   drop  abruptly 
until  after  the  nil  dale  of  1920 » 


11. 


17. 


COURSE  OF  RSTi^IL  PHICES 


OF  FL 

lOUR,  CORIMEAL,  RICE,  POTATOES  & 

SUGAR 

(U.  S.  DEPARrilElIT  OP  LABOR 

-  INDEX  NUIvIBERS  BASED 

ON  1913  = 

100) 

(JANUARY  1921  • 

-  LABOR 

REVIEi7 

L 

Pot- 

Flour 

Corn 

Rice 

Sugar 

meal 

atoes 

1919:  Av. 

for  year  218 

213 

174 

224 

205 

January 

200 

207 

159 

188 

196 

February 

203 

200 

164 

182 

195 

March 

206 

197 

154 

171 

193 

April 

218 

200 

154 

182 

193 

May 

227 

207 

154 

194 

193 

June 

227 

210 

159 

224 

193 

July 

227 

217 

168 

282 

198 

August 

224 

220 

178 

294 

202 

September 

221 

223 

190 

253 

200 

October 

221 

220 

199 

224 

207 

November 

224 

220 

202 

229 

227 

December 

233 

220 

202 

253 

264 

1920: 

January 

245 

220 

208 

318 

324 

February 

245 

217 

210 

353 

342 

March 

242 

217 

211 

400 

340 

April 

245 

217 

214 

535 

367 

ilay 

264 

223 

215 

565 

462 

June 

267 

230 
i   233 

215 
±214 
■^210 

606 
5S4 

485 

July 

264 

48 ii  " 

August 

255 

'   230 

294 

416 

September 

252 

227 

202 

229 

333 

October 

236 

213 

185 

200 

253 

November 

221 

197 

153 

194 

235 

181 


The    fact    just    emphasized   in   connection  with   the 

majority  oi   iir.~ortan"c   farm  prodi:cts„   namely,    tha-^  t?".e 

influential!   laotcr   in  the  abrunt  trsaV   in  the    ::'"ices 

of  these   products  was   the   sudden  decrease   in  donestic 

demand  due  to  the   beginning   of  unemployment  at  a   ti^.e 

V7hen   enormously  high  prices  had  already  destroyed  the 

purchasing  pov;er   of  the   consumer   for  manufactured 

articles,    is    stated   clearly  in  the   report   of   the   Joint 

Commission  of  Agricultural  Inquiry  of   Congress,   already 

referred  to,   as   follows: 

"Exports   of  beef  and  veal   declined  rapidly  during 
19E0  and  1921.    This    decline    in   e-r^orts  -.vas   co- 
incident V. ith  the    6.ecline   in   trices  and   doubt- 
less was  a  major  factor   in    inducing   it.    The    fail- 
ure  of  export   demand  "','a?  fcoompanied  b;-  a   sharp 
decline   in  prices,    Gcnsum-ption  of  beef   in  this 

country  bears  a   very  olo'^e    relation  to  urban 

employm'^nt    or  unemployment,   and  vrith  the  progres r 
of  the    'eriod  of   busineg^   de-pression  and   consequent 
unem.pl oyme nt ,    ooViSumption   of  beef  and  beef  pa-p- 
ducts   dim-in iahed." 

This   report    emphasizes   both  aspects   of  the    de- 
flation of  the  farmer's  prices,   I   am  emphasizing  the  last 
because    it  has   been  pretty  generally  passed   over.   Tie- 
important   tendency  from  our  point   oi   view  was  the    de- 
flation of  purcVjasing  povver   of  the   large  portion  of   the 
community  v;hich  alY/ays  lives   on  a  minimum  income.    This 
includes  not   only  -mge    earners  but   the   majority  of  small 
trades  people  and   farmers.     The    interests  of  this   very 
large  group  are  so   closely  interlocked  tint  what  happen? 
to   one   affects  all.    The    important   thing  for  both  store- 
keeper and   farmer   today  is  a  restoration  of  the  purchasv'^  ■? 
power  of   the   industrial  population. 
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This  report  continues   on   the  sane  page    (Vol.Itt)  16)    as 
f  ollo'^ivs : 

"Consumption  of  wheat,    beef,    mutton  and  dairy  products 
have   all   declined  during  the  period  of  depression   and   this 
decline  in   consumption  undoubtedly  contributed  to   and  acceler- 
ated the   decline   in  the  prices   of  these  commodities^" 

The  report   on  the  following  page  sums  up   in  a  sentence 

the  vicious  circle  created  by   the  method  of  deflation  followed 

by  business,    as  follo^;vs: 

"As  prices   of  Agricultural  products   declined,    the  purchas- 
ing power   of  the   agricultural  population,    representing  nearly 
40,ii  of  the   total  purchasing  power  of  the  country,   began  to 
diminish.  As   the  p\ir chasing  poTjer  of  the  Mierican  farmer  dim- 
inished,   the  production  of  industries    that  produced  the  com- 
;-;odities   of  commerce  began  to  decline,    and  unemployment,   res\alting 
in  diminishing  consumption,    gave  further   impulse   to   the 
avalanche  of  prices."    (Vol.    I.   p. 17) 

Again   the  report  brings   out  this  relationship  between 

the  consumpision   of  farm  products   and  employment,    as   follows; 

"The  domestic   consumption   of  wheac   in  19S0,aa  compared 
v7ith  1919,    dropped  from  6^9  bushels   to  4.6  bushels.      This 
decline  in   consumption  was  no  doubt  due   to   the  falling  purchas- 
ing power  resulting  from  unemployment   and  the  genera,!  depression 
which  came  upon    the   country  during  the  last  half  of  1920." 

(Vol.    I  p.   18) 

■ffihile  we   do   not  deny   the   influence   of  heavy  exports    ' 
upon   the   price   of  farm  products,    we  feel   that    the  aa alysis   of 
price  movements    to  which  I  have   just   called  ^"our  attention  proves 
conclusively  that   an   equally  importaat  factor  is   domestic  con- 
sumption,   and  thai:   this    is   directly   and  adversely  affected  by 
unemployment.     All   the  productive   classes    in  j^ierica  were   to 
bear   the  burden  caused  by    the   inflation   of   prices    to  levels  whi..j, 
v7hile  creating  enormous  paper    titles    to   a  share   in  national 
income   at   the   same    time  reduced   the   ability  of  the  population   to 
consume   the   products   of  agriculture  and  industry. 
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Unemplo^/ment  and  iG£  gf.i'^BiaiB  upon  Furchajing  Power. 

I  have  poinGsd  oat   the   effect  of  the   decrefiaea  purchasing 

power  of  wage  earners   on  the  demand  for    uhe  furriier'?  products. 

I  want  next   to  show  graphically   the  dra-s^cic   curtairir„eno   of  pui'- 

chasing  power  resulting  froia  unempioynsnto     However,    j  vjant 

first   to   quote   the  folio-rain g  statenent  which  appeared  in  the 

■Jail  Street   Journal   of  February  17,   19B1: 

"It   is   the  opinion  of  the  steel   trade    chat   this  year 
will  ma  rk  a  series   of  wage  reductions    chat  will   accoinpany   steel 
price   outs   and  a  ganeral  decline   in  the   cost  of  livings   Common 
labor  may  get  down    go  a  c-EcSO  a  day  basis.     Lower  wages   and 
surplus  1  ab or  v il  1  z'orce   a  corresponding  decITirTe  ~rn~l:ne  neces3~ 
T^ie s   oT"~nx e ,    p ar  g :. cul ai' I'y   in  'xo'o3!^"s^u?T£   and  rents e" 

The   thought  appears    to  be    that   there   is  only  one  vjay  in 
which  civilized  community   can  deflate  prices   and  that   is  by 
cutting    the  purchasing  power  of  the  lo;v  paid  members.      Some  o£ 
the  wage  rates   presented  before    "his  Board  appear   to  be   carrying 
out   this  policy. 

Turning  to    ahe   actual   developmem;   of  unemployment  i  wish 
to  call  your  attention   'co  a  table  showing   the  course   of    employment 
in  the  various   industries   as  reported   to   the  U.S.   Lepartiaent 
of  Labor.      The    oable  contains  index  numbers   based  on  January 
1916   taken  as  100. 
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The  line  traced  across  this  table  shows  the  month 
in  which  employB'ient  in  each  industry  began  to  decrease. 
It  is  significant  that  unemployment  began  in  those  in- 
dustries primarily  engaged  in  the  production  of  goods 
which  go  to  make  up  a  family  budget.   It  is  true  that 
the  first  break  in  emplosmient  seems  to  have  come  in  the 
Automobile  Industry.   This  is  explained  by  the  fact  that 
the  banks  tightened  up  on  credit  to  this  industry  and 
need  not  concern  us  here.  Beginning  vfith  Aprilyy^emplojTnei  o 
began  to  appear  in  the  Leather  and  in  the  Boot  and  Shoe 
industries.   In  the  following  month  hosiery  and  under- 
wear, silk  manufacturing  and  wool  manufacturing  started 
on  the  downward  course.   In  June  decreased  employment  in 
the  men's  clctiiing  industry  began.   In  July  came  the  first 
drop  in  the  O-oCton  finishing  industry,  followed  in  August 
by  Cotton  manufacturing.   In  other  words,  between  April  and 
August,  the  whole  group  of  industries  manufacturing  cloth- 
ing materials  and  clothing  started  a  period  of  lay-offs 
and  unemployment.   It  was  during  this  same  period  that 
farmers  were  faced  with  decreased  consumption  of  their 
products.   In  other  words  the  sky-rocketing  of  prices 
had  broken  the  power  of  the  consumer  to  purchase  ne- 
cessities such  as  clothing  and  food.  And  the  appear- 
ance of  unemplojment  tended  to  carry  this  decreased  pur- 
chasing power  further. 

The  next  set  of  tables  with  the  charts  accompanying 
them  show  how  suddenly  the  purchasing  power  of  the  wage 
earners  broke  and  how  far  it  fell.  There  are  two  curves 
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for  each  industry,  Tlie  untroken  line  shows  the  course 
of  total  vvages  which  is,  of  course,  the  purchasing  power. 
The  broken  line  shows  the  course  of  employment, 

I  am  going  to  consider  a  number  of  these  industries  in 
considerable  detail  because  I  want  to  show  clearly  how  the 
labor  market  works ,  I  want  to  liave  you  understand  what  it 
means  to  treat  labor  as  a  commodity-  Ajad  I  want  to  connect 
it  not  only  with  the  effect  upon  equality  in  the  wage  bar- 
gain but  also  with  the  more  widespread  effect  upon  the  re-» 
covery  of  the  country  from  depression.  Before  entering 
upon  the  discussion  I  am  going  to  state  our  point  of  view. 

The  creation  of  a  large  surplus  of  workers  through 
such  a  sudden  depression  destroys  even  the  possibility  of 
5ust  determination  of  wages  by  individual  employees  deal- 
ing with  management,  Where  managemeiit  is  intrenched 
behind  surpluses  it  has  no  immediate  incentive  or  need 
for  a  quick  resumption  of  industrial  activity.  Manage- 
ment can  afford  to  hold  off  until  the  worker  is  ready  to 
submit  to  the  wages  which  it  proposes.  The   wage  earner, 
always  living  close  to  the  subsistence  level,  has  no  such 
reserves  to  enable  him  to  hold  off  until  some  adjust- 
ment between  equals  is  obtainable,  lie  is  faced  with  in- 
creasing want  of  necessities  by  his  family  if  he  does  not 
accept  the  conditions  laid  down.  It  is  this  fact  of 
periodic  unemployment  which  has,  during  the  last  thirty 
years,  prevented  the  industrial  workers  from  steadily 
improving  their  standard  of  living.  It  is  this  fact  of 
periodic  unemployment  which  constantly  holds  wages  down 
to  a  level  which  hardly  provided  more  than  the  minimum 


upon  the  vvork  of  this  Bureau,  it  will  be  interesting 
to  note  that  its  directors  are  such  men  as  T,  S.  Adams, 
Advisor  to  the  U.  S.  Treasury  Department,  John  p.  Prey, 
Editor  of  the  International  I.Iolders'  Journal,  Edwin 
P.  C-ay,  President  of  the  New  York  Evening  post,  J,  E. 
Sterret  of  the  well  Imovm  Accounting  Firm  of  Price, 
i/aterhouse  Zz   Co.,  F.  P.  Pish  of  the  National  Industrial 
Conference  Board,  W.  R.  Ingalls  of  the  Engineering 
Council,  George  E.  Roberts  of  the  ^Imerican  Bankers' 
Association  and  G-ray  Silver,  of  the  American  Pederal 
of  Farm  Bureaus . 

IMPORTANT  CHANGES  IN  DISTRIBUTION 
OF  NATIONAL  INCOME. 

Analysis  of  the  figures  developed  in  the 
following  tables  leads  to  certain  striking  con- 
clusions which  may  be  briefly  summarizec  as  follows :- 

fl )  Agriculture  did  slightly  better  than 
maintain  its  share  of  national  income  during  the 
years  1914  to  1919  inclusive.   After  that  year  its 
share  dropped  abruptly  until  in  1921  the  agricultural- 
ist received  only  approximately  20,6>o  of  the  total 
income  for  agriculture,  mining,  manufacture  and 
land  transportation  in  contrast  with  32,5^  received 

in  1913. 

(2)   The  share  of  management  and  property 
in  the  income  from  mining,  mantifacturing,  and  land 
trans-Qortation,  with  slight  losses  in  1914  and  1918, 
increased  steadily  from  28?^  to  45.3%.   This  steady 
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increase  meant  an  aocumulated  net  gain  for  ownership 

of  over  $5,000,000,000. 

(5  )  The  total  share  of  the  wage  earners  in  the 

income  produced  from  these  sources  decreased  from 

66.5^  to  48.9^,  their  net  loss  amounting  to  over 

$5,000,000,000  in  the  course  of  eight  years. 

In  other  words  cold  figures  reveal  the  fact  that 

capital  has  profited  at  the  e^rpense  of  labor  to  the 

extent  of  $5,000,000,000.  making  profits  during  both 

inflation  and  deflation.  It  has  thus  entrenched 

itself  behind  these  huge  amounts  of  money  and  is  now 

pursuing  with  confidence  a  war  of  attrition  to  force 

large  new  fisred  charges  out  of  labor. 

More  detailed  discussion  follows; 

DIVISION  OF  INCOME  BET\7EEW  AGRIGUITURE, 
MINING .  MMUEACTURE  AED  TRAITSPORTATIOU. 

The  basic  industrial  groups,  and  the  ones 
about  which  the  most  exact  information  is  available,  are 
agriculture,  mineral  production,  manufacturing  and 
land  transportation. 

The  following  table.  Table  I,  shows  the  vari- 
ation in  the  proportion  of  national  income  received 
by  each  group  from  year  to  year.  Figures  for  1913- 
1918  are  from  the  National  Bureau  of  Economic  Re- 
search, those  for  1919-1921  are  estimated  from 
census  and  other  sources. 
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From  this  table  it  appears  that  in  the  last  two 
years  the  farmers  have  been  heavy  losers  and  that  their 

7 

losses  closeljT-  reflect  large  gains  in  the  profits  of 
manufacture.   Their  proportion  went  up  slightly  in 
1914,  due  largely  to  the  industrial  deiDression  of  that 
year  which  reduced  the  production  of  mamifactures 
without  much  affecting  prices  of  crops.   In  1916  and 
1917  their  share  fell  hack  again  on  account  of  large 
industrial  profits.   In  1918  and  1919  the  high  prices 
of  farm  products  brought  them  prosperity,  but  the 
price  reaction  of  1920  and  1921  fell  heaviest  upon 
their  shoulders,  the  agricultural  income  for  1921 
being  less  than  one-half  that  for  1920. 

Chart  I  accom-panying  this  table  shows  graphical- 
ly the  changing  share  of  the  farmers  in  the  total 

I 
income  distributed. 

The  chief  gainer,  both  in  actual  income  and 
in  share  of  the  total,  during  the  period,  was  manu- 
facturing. Llines  did  not  fluctuate  so  much.   Trans- 
portation, due  to  its  steadier  rates  and  traffic, 
remained  more  constant  in  dollars,  though  receiving 
a  smaller  share  in  high-price  periods  and  a  larger 
share  in  low-price  periods.   It  sJiould  be  remembered, 
however,  that  the  full  income  received  by  the  Trans- 


portation  Industry  in  1918-7.920  inclnsive  is  not  in- 
cluded in  the  official  statiotias  used.   The  federa,! 
rental  of  approximately  f 906, 500, 000  wap  in  fact  a 
part  of  railroa'l  income,  given  in  lieu  o±  freight 
rates.    The  difference  hetv/een  this  ariount  and  the 
net  earnings  for  the  year  shou-ld,  in  strict  accurac;?', 
"be  added  to  the  alDove  figures  for  Transportation 
Income.   This  Virould  add  approximately  .fE67,500.000 
to  the  income  apportioned  to  transportation  in  1918, 
approxir;:ately  ^.451,500,000  in  1919  and  appro::imately 
$727,000,000  in  1920.   Such  additions  would  slightly 
better  transportation's  proportion  for  those  years. 

SIVISIOIT  BBT'.l^W  PROPBHTY  AND  WAGB  EARLIER. 

Table  2  eliminates  the  farmer  and  considers 
the  distribution  of  income  from  the  other  three 
sources  as  between  capital,  officials  and  wage 
earners.   The  kind  of  income  considered  as  making 
up  the  share  of  capital  are  fa)  Interest  on  bonds 
and  loans,  fb)  Rents  and  royalties  in  land  and 
natural  resources,  and  fc )  Profits  or  dividends  plus 
yearly  addition  to  surplus. 
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1.   The  figures  from  1913  to  1918  are  from 
"Inoorae  in  the  Unitea  States",  National  Bureau  of 
Economio  Research.   The  figures  from  1919  to  1921  were 

estimated  as  follows  :  First  there  was  f ouncL  the  ratio 
of  the  "Total  Income"  for  1914  to  the  value-product 
of  manufactures  for  1914  as  given  in  the  U.  S. Census 
of  Manufactures.   This  ratio  was  applied  to  the  Census 
figure  of  value  -  product  of  manufactures  for  1919  to 
give  the  1919  "Total  Income".  By  a  similar  process  the 
"Total  Wages  and  Salaries"  for  1919  were  derived,   "Tota" 
Income"  for  succeeding  years  was  derived  by  applying  a 
weighted  index  made  up  of  percentage  changes  of  physical 
production  and  percentage  changes  of  prices,  for  each 
industry  under  consideration,  to  the  1919  figure. 
Salaries  of  Officials  were  roughly  estimated  for  the 
three  years.   "Total  Wages"  for  1920  and  1921  were  cal- 
culated hy  applying  to  the  1919  figure  or  index  upon  the 
fluctuation  of  the  wage  bill  in  Wisconsin  and  New  York, 
as  reported  by  the  respective  State  Departments  of  Labor. 
It  is  assizmed  that  the  total  wage  bill  fluctuated  in  the 
same  way  as  the  manufacturing.   The  assumption  rests 
upon  the  consideration  that  manufacturing  occupies  over 
two-thirds  of  the  total  and  that  while  transportation 
earnings  perhaps  fluctuate  less  than  manufacturing, 
the  earnings  of  miners  fluctuate  more.   The  difference 
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between  "Total  Income"  and  "Total  ITages  and  Salaries" 
vvcs  talien  as  the  share  of  "Eanagement  and  property". 

The  actual  changes  in  the  distribution 
of  income  shown  in  Table  2,  can  be  most  clearly 
seen  in  terms  of  the  percentage  of  income  re- 
ceived by  each  interest.   This  is  shovm  in  the 
following  table,  No.  5.   Chart  2  accompany- 
ing this  table  shows  the  changing  share  in 
income  graphically. 


PERCEWTAGE  OF  TOTAL  INCOME   OF  MINES,  FACTORIES  AND 
LAND  TRANSPORTATION  OIVIDEO   AMONG  MAMA  GEMFMT 
PROPERTY,  OFFiClALS,  AND   LABOR. 


"OTAL    REAL   INCOME 


l&fd         1914-       le/5         (.9/6         131']         l9lo         13)3         ISr-O        iSt'l 


M  fl    M  -^    G    E   M  E    M    T      ^ 


LABORS'      5H 


9K 
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TABLE  3» 


DISTRIBUTION  OF  INCOME  PROM  MINES,  FACTORIES 
Airo  LAND  TRANSPORTATION  SHOWN  BY  PERCENTAGES 

OF  TOTAL, 


Total   Share    Share  of   Share  of  Share  of 
Year  Income   of      officials  Wage     Wages  and 
Capital Earners.  Salaries. 


1913 

100^ 

28.05^ 

5.5^ 

66,5^^ 

72.0^^ 

1914 

100 

25,2 

6.4 

67.4 

73 » 8 

1915 

100 

28.5 

5.9 

65.6 

71.5 

1916 

100 

33.3 

4.9 

61.8 

66.7 

1917 

100 

31.1 

4.9 

64.0 

68.9 

1918 

100 

22.7 

5.5 

71.8 

77.3 

1919 

100 

27.1 

4.7 

68.2 

72.9 

1920 

100 

33.4 

3.7 

62.9 

64.6 

1921 

100 

43.8 

5.3 

50.9 

56.3 

Jrom  this  tabic  it  appears  that  in  1913  in- 
vested capital  received  only  a  little  over  one-fourth 
of  the  total,  28^  to  be  exact.  Officials  received 
slightly  over  55b  and  labor  received  about  two-thirds. 
These  shares  were  subject  only  to  slight  fluctuations 
for  the  next  two  years.  But  in  1916  and  1917  war 
l^rofits  sent  management's  share  up  considerably. 

In  1918  wage  earners  received  slightly  more 
than  their  1913  share,  but  in  1919  profits  again 
took  the  lead,  increasing  it  materially  during 
the  high  prices  and  profits  of  1920. 

In  1921  labor's  share  fell  to  the  lowest 
point  of  the  whole  period,  in  spite  of  considerably 
smaller  profits. 

The  great  drop  in  labor's  eariiings  in  1921 
w^s  due  to  a  combination  of  two  factors,  fa)  un- 
employment, and  fb)  wage  reductions.   It  must  be 
remembered  that  the  total  wage  bill  is  reduced 
not  merelj^  by  the  amount  taken  off  'v/age  rates  - 
that  may  be  the  smallest  part  of  the  reduction  - 
but  also  by  the  laying  off  of  employees  or  by  part 
time  work. 

The   above  tables  show  that  the  burden  both 
of  the  inflation  period  and  the  deflation  period 
was  born  by  labor.  The   farmer  shared  the  burden  in 
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the  deflation  period.  Ite  ■:\;o  production  classea 
suffered  while  invested  c::._ri\;al  :.iade  its  position 
stronger. 

DISTRIBUTIOII  OF  IUCGKE  IV   l^:2si:S    Ox  PURCEASIiJG  POWER 

The  share  of  each  group  in  the  national 
income  is  only  as  large  as  the  supply  of  goods  \vhich 
it  will  louy.   It  will  be  interesting  to  modify  the 
figures  shown  above  in  such  a  way  as  to  interpret 
the  income  of  the  years  1914  to  1921  in  terms  of 
1915  dollars. 

This  is  especially  interesting  because  it 
brings  out  the  fact  that  the  rising  prices  affected 
the  cost  of  living  for  different  elacses  aiff erently . 
In  other  vvords,  the  cost  of  living  increased  most 
for  the  wage  earner  and  least  for  the  rich  man. 

Ilr.  v:ilford  3.,  Zing,  of  the  National  Bureau 
of  Economic  Research,  already  referred  to,  made 
a  study  of  the  family  budgets  of  people  in  the 
f 25, 000  income  class,  and  worked  out  an  index  of 
the  cost  of  living  for  that  class  similar  to  that 
worked  out  by  the  Department  of  Labor  for  wage 
earners.   He  worked  a  similar  index  for  people  v?ith 
incomes  of  $5,000.   These  index  numbers  which,  broadly, 
indicate  the  increase  in  the  cost  of  living  to  investor.: 
to  officials  and  to  wage  earners,  are  shown  below  in 
Table  4, 
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14. 


TABLE 

:  4. 

IITOEX  NUl^IBERS 
LIVIN&   TO 

SHOWIIJG  CHANGES   III 
VARIOUS   CLASSES. 

CjST   OE 

Year 

Investor 
Income  c 
$25,000 

:s' 

)f 

Officials' 
Income   of 
■  ^5,000 

Wage 
Earners 

1913 

100.0 

100.0 

100,0 

1914 

101.0 

101.5 

101.0 

1915 

99.6 

100.2 

103.0 

1916 

107.4 

108.8 

110.0 

1917 

119.8 

125.2 

129.0 

1918 

156.4 

144.8 

158.0 

1919 

162.8 

170.0 

177.0 

1920 

175.2 

191.0 

208.5 

1921 

164.0 

171.0 

178.9 

258 


King's  index  number  in  the  case  of  *25,000 
incomes  only  runs  through  1919,  for  incomes  of  ,$5,000 
oa],j'  through  1918.   For  the  remaining  years  it  has 
been  estimated  on  the  basis  of  the  course  of  retail 
prices.   The  inde^r  of  the  purchasing  power  of  labor 
is  that  of  the  U,  S.  Bureau  of  Labor  statistics. 
Wherever  two  index  numbers  were  given  for  one  year, 
the  simple  average  is  used. 

The  significant  fact  shovm  by  these  index 
numbers  is  that  the  articles  bought  by  people  with 
incomes  of  ^25,000  and  over  did  not  go  up  guite  so 
rapidly  or  quite  so  far  as  the  prices  of  the 
necessities  bought  by  wage  earners. 

It  may  be  argued  that  much  of  the  corporation 
income  was  not  distributed  and  spent  by  individuals, 
but  was  saved  in  the  form  of  surpluses  and  invest- 
ments.  If  so,  however,  the  purchasing  -power  of  that 
large  part  of  surplus  which  was  held  in  earlier  years 
to  be  used  for  dividends  when  price  deflation  had 
lowered  profits,  was  even  greater  than  at  the  time  rhen 
it  was  accumulated.   Therefore  the  index  is  not  unfair 
as  applied,  to  the  share  received  by  large  income- 
receivers  . 


PU?.CH.^SII;G  PQ.7BR  01    SHARE  OF  GAPIIAL 

The  purchasing  power  of  the  stiare  of  the 
national  i  acone  receiveci.  by  capital  ,.n  terms  of 
1915  dollars  is  developed  in  Table  5  below,  by  the 
use  of  t.ie  index  number  already  desciibed. 


TABLE  5. 

PURGHzlSIllS   POVJER  OF    CAPITAL'S    SHAR3   OF  NATIONAL 
INGOIIE  FROM  HIEES,   FACTORIES  AED  LAVED   TRAI'SPORTATIOU, 


Yea: 


(191S  =  100) 
Actual  Income Indent Purchasing  Power 


1913 

$3,359,000,000 

100.0 

1914 

2,816,000,000 

101.0 

1915 

5,470,000,000 

99.6 

1915 

5,810,000,000 

107.4 

1917 

6,502,000,000 

119.8 

1918 

5",  124, 000, 000 

136.4 

1919 

7,410,000,000 

152.8 

1920 

12,049,000,000 

175.2 

1921 

10,525,000,000 

164,0 

$3,559,000,000 
2,788,000,000 
3,484,000,000 
5,410,000.000 
5,427,000,000 
3,757,000,000 
4,552,000,000 
6,871,000,000 
6,415,000,000 
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PURCHASING  POWER  OF  SHARE  RECEIA/ED  BY  OFFICIALS 

In  table  6,  belovv,  will  be  found  a  similar 
tabulation  of  the  purchasing  porter  of  the  share  re- 
ceived by  salaried  officials. 

TABLE  6. 

PURGHA.SIWG  PO'ffiR  OF  SHARE  OF  OFFICIALS  IN 
NATIONAL  INCOME  FROM  MINES,  FACTORIES  AND 
LAND   TRANSPORTilTION. 

Year         Actual  Share  Index  Purchasing  Poorer 


1913 

^.656.000,000 

100.0 

$656,000,000 

1914 

691,000,000 

101.3 

682,000,000 

1915 

723.000,000 

100.2 

721,000,000 

1916 

846,000,000 

108.8 

778,000,000 

1917 

1; 

,015,000,000 

125.2 

811,000,000 

1918 

1: 

,235,000,000 

144.8 

853,000,000 

1919 

1 

,275,000.000 

170,0 

750,000,000 

1920 

1 

,520,000,000 

191.0 

691,000,000 

1921 

1^ 

,280,0"00.000 

171.0 

749,000,000 

■9r  i 
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PURGHASIMG  POWER  OF  LABOR'S  SFARE   IN   MTIONAL  INCOME. 

In  table  7  will  be  found  a  similar  study 
of  the  purchasing  power  of  labor's  share  in  national 
income  derived  from  mines,  factories,  and  land 
transportation, 

TABIS  7. 

PURCHASIITG  POV/ER  OF   LABOR'S   SHARE   IN  NATIONAL 
INCOFE  "ROK  MINES,    FACTORIES  AND   LANT)   TRANS- 
PORTATION. 

Year lctual_ Share I?^A3?. purchasing  Pov^er 

1913  $7,995,000,000 

1914  7,256,000,000 

1915  7,999,000.000 

1916  10,784,000,000 

1917  13,360,000,000 

1918  16,237,000,000 

1919  18,615,000.000 

1920  22,680,000,000 

1921  12,246,000,000 


100.0 

1   7,995,000,000 

101.0 

7,183,000,000 

103.0 

7,766,000,000 

110,0 

9,804,000,000 

.129.0 

10,357.000,000 

158.0 

10,277,000,000 

177.3 

10,517,000,000 

208.5 

10,851,000,000 

178.9 

6.841,000,000 

It  is  a  striking  fact  that  Labor  alone  is 
today,  i,  e,  in  1921,  below  the  level  of  purcashing 
power  enjoyed  in  1913,   The  purchasing  power  of 
capital "s  share  in  the  income  was  in  1921  nearly 
tv.ice  as  great  as  in  the  years   1913-14.   The  purchas- 
ing pov:er  of  officials,  as  a  group  was  over  10/^ 
greater  than  in  1912,  But  the  purchasing  power  of 
labor  as  a  group  has  shrunk  until  in  1921  it  was 
only  about  7/8  of  what  it  was  in  1913, 

GHAUGING  SHARE  OF  LABOR  IN  IHGOME. 

In  table  8,  the  data  contained  in  the 
preceding  tables  is  combined.   It  shovfs  the  dis- 
tribution of  income  from  Mines,  Factories  and  Land 
Transportation  in  terms  of  the  purchasing  power 
on  the  basis  of  1913  dollars.   It  shows  the  distri- 
bution of  real  income.   Of  course  it  takes  no  account 
of  the  number  of  persons  to  whom  this  income  was 
distributed.   It  does  not,  therefore,  show  how  the 
purchasing  power  of  the  average  wage  earner  fluctuateu 
But  it  does  show  vvhat  was  labor's  share  in  the  whole 
compared  with  capital's  share,  in  so  far  as  the 
industries  studied  are  concerned. 
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Table  8. 
Distrlbutinn  of  Real  Tnr^.nmp 
fron  Mines.  EaotnrrPB  nnd  land  Transportatlnn. 


1913 
1914 
1915 
1916 
1917 
1918 


t 


Year  \  a?otal  Mstt- ^K„t.>  j       To  OaT?ttal 

3,359,000,000  | 


] 


112,010,000,000  ^ 
10,653,000,000 
11,971,000,000 
15,992,000,000 


'  16,595,000,000 
14,887,000,000 


1919  I  15,819,000,000 


1920  I  18,413,000,000 

1921  I  14,006,000,000 
f 


2,788,000,000 

3,484,000,000 

5,410,000,000 

5,427,000,000 

3,757,000,000 

4,552,000,000 

6,871,000,000 


To  Officials 


656,000,000 

682,000,000 

721,000,000 

778,000,000 

811,000,000 

853,000,000 

750,000,000 

691,000,000 


To  labor 
$7,995,000,000 
7,183,000,000 
7,766,000,000 
9,804,000,000 
10, 357, 000, ©00 
10,277,000,000 
10,517,000,000 
10,851,000,000 


ll 


6,416,000,000  I    749,000,000   6,841,000,000 


The  change  in  distribiition  shoivn  in  Table  8  can  be 
developed  in  a  most  striking  manner  through  showing  the  percent 
Of  Total  Distributed  received  by  each  party  to  industry.   jhis 
is  done  in  the  next  Table,  Table  9, 


CH/IRT  NO.Z 


PERCENTA&E  OF  TOTAL  REH  INCOME    0913  COLLARS) 


OF  MINING,  FACTORIES^  LAWD  TR/IMSPORTA  T  lOW  DIVIDED  AMONG 
MANAGEMENT  A  PROPERTY,  OFFICIALS,    ANO  LABOR. 
1913      -     I9^l 


TOTAL    REAL     INCOME 


b-Dvy/A  33.11 


sM 


1914  ISIS  1916 


918  iei9  10   20  1.32 


MflN^&EMENT     A     PROPERTY       SHARe 


OFFlCl.Al-.S'     SH/^R 


L/<»eoRS'     SHARE 


AH'- 

The  change  in  distribution  shown  in  table  8 
can  be  developed  in  a  most  striking  manner  through 
showing  the  per  cent  of  total  distributed  received 
by  each  party  to  industry.  This  is  done  in  the  next 
table,  table  9. 

TABLE  9. 

I   i»»r   II    HIP     M 

DISTRIBUTION  OF  REAL   INCOtlE  FROM  MINES,   FACTORIES 
AND  LANS  TRANSPORTATION  3H0V/N   IN  PEROENTAGES. 

Total  C£?)it§l's       Official's  Labor's 

Year         Distributed.  Share  Share  Share . 


1913 

100 

28.0^ 

5.55^0 

66.5^ 

1914 

100 

26,0 

6.4 

67.4 

1915 

100 

29.1 

6.1 

64,8 

1916' 

100 

33,8 

4.9 

61.3 

1917 

100 

32.7 

4.9 

62,4 

1918 

100 

25.2 

5.7 

69,1 

1919 

100 

28.8 

4.7 

66.5 

1920 

100 

37.5 

3.7-- 

59.0 

1921 

100 

45.8 

5.3 

48,9 

M^ 

m 

t"  4  -;■/;  -■:■; 

1                    ! 

;            i 

- 

_  -|_ 

M4N>»g'eM^NT  and  PRORERTY'S  GAIW3 
COMPARED  WfTH' 


CHART  NO  5 


LABOR'S  GAINS  IN  SHARE  OF  REAL  if^lCOME  OFMININ&  FACTORIES 
AND  LAND  TR/INSPORTATiON 
:  '■    1915  ^  ]92l\ 


LABOR'S  G-AIN5 
OVER  1913  SHARE        PROPERTY'S  GAINS  OYER  1913  SHARE 


BILLIONS    OF    dollars!  billions    of    dollar 


135,000,000 


52,  000,  ooo 


• 

aJ2,  000,000 

780,  000,  000 


I9l»    ^ 

71,000,000 

123,000,000 


7/  S,  0  00,0  00 

2,4  9  4-.  000,  000 


HE     y  E  A  R     ig/3     TAKENAS     A     BASE     WHEN 
2  8fo       OF     THE     -f  0  T  A  L 


INCREASE  IN  INCOKE  ^ND  P0",7ER  OF  CAPITA! 


If  the  share  of  capital  in  the  total  income  during 

1913  is  taken  as  normal,  it  is  possible  to  show  how 

capital  has  gained  or  lost  during  the  periods  of  inflation 

and  deflation  taken  as  a  single  period  in  the  country's 

history.   These  gains  and  losses  are  shown  in  ta,ble  10, 

In  Chart  3.  facing  this  tahle,  the  gains  or  losses  are 

shown  graphically.  Note  hoT7  the  balance  is  all  on 

capital's  side  of  the  fence. 

TABLE  10 

GAIN  OR   LOSS   OF  MANAGEMENT  V/ITH  RESPECT  TO   NORIIAL 
SHARE  OF   REAL   INCOKE,    1913   to   1921. 


Year 


Actual  Share 
of  Capital 


Normal  Share 
28^  of  Total  Dis- 
tributed, 


Gain  or  Loss  in 
Relation  to  Normal 
Share. 


1913 
1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 


$3,359,000,000 
2,788,000,000 
3,484,000,000 
5,410,000,000 
5,427,000,000 
3,757,000,000 
4,552,000,000 
6,871,000.000 
6,416,000,000 


Total|42,064,000,000 


(■3,359,000,000 
2,983,000,000 
3,352,000,000 
4,4-78,000,000 
4,647,000,000 
4,128,000,000 
4,429,000,000 
5,156,000,000 
3,922,000,000 
.^36, 454, 000, 000 


$  195,000,000  loss 

132,000,000  :  aln 

932,000,000  gain 

780,000,000  gain 

371,000,000  loss 

123,000,000  gain 

1,715,000,000  " 

2,494,000,000   " 

jjf5,610,000,000  net 
gaii 
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Prom  the  above  it  appears  that  capital's 
net  accumulated  gain  over  its  normal  share  of 
income  amounted  to  .*)5, 610, 000, 000.   The  loss 
sustained  bjr  Labor  amounts  to  a  similar  sum. 

It  also  appears  that  capital  gained  approximate- 
ly half  its  total  during  the  period  of  inflation,  the 
other  half  during  the  period  of  deflation.   In  other 
wrods,  capital  plays  a  game  of  "heads  I  V7in  tails  you 
lose". 

If  labor  had  received  its  fair  share  of  the  total 


income 

fron- 

i  mines. 

fact 

ories 

and 

la 

-nd 

transportation 

dur 

ing 

the 

years  since 

1913, 

it 

won 

Lid 

have  had  five 

and 

a  , 

hall 

billion 

doll 

•^rs  more 

to 

Spi 

end  or  save 

against  the  days  of  unemployment.   Such  a  sum  would 
have  enabled  labor  to  maintain  a  fair  balance  in 
relative  bargaining  power  during  the  period  of  de- 
flation.  Instead,  this  sum  went  to  profits  and  skill 
further  distorted  the  balance,  weighting  it  down  in 
favor  of  capital. 
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?^£L^Q_divi^o^_ofjjor6_y_Inc 

Wo  havo   alr.d:idy  stated  oar  position,    that   pavmont  to      ,. 
all  workers   of  a  living  wago   implies   a  changu  in  the  divis- 
ion of  national   income,    a  larger  proportion  going  to   tha 
workors   and  a  smaller  proportion  going  to  property.      Until 

a  parfactly  possible  degraa   of  production  is   obtained     this 
will  nocessarilj.  mean  shrinkage   in  profits.      The   first 

question  is   then  whether  a  practicable  redivision  of  national 
income  would  maka  possible   the  payment  of  a  living  wage  to 
all  families. 

Our   study  of  the  course  of  physical  production,   which 
appears   -^s  Appendix  VII   to  my  presentation,    shows^^lTe  per 
capita  production  of  goods   for   consumption  has  remained 
^about  constant   since  1913.      I   am  therefore  going  to  take 
1913  as  a  normal  year  and  find  out  whether  national  in- 
come in  that  year  would  ha  ire  provided  a  living  wage  if 
justly  distributed. 

According  to  tho  ITational  Biaseati  l.Qf ^^oenomic/-. 
reaearch,    ^ready  quoted,    the  total  national  income  in  1913 
amounted   to  about  #33,000,000,000,      In  round  numbers   there 
were   about  19   million  families  living  in  the   country  in  that 
year.      If  the   antire  national  income  v.-ere  divided  smong 
these  families  the  annual  allowance  to   each  w®uM  amount   to 
about  |1700. 

But   at  laast   15;^  of  the  total  national  incame  is 
necessary  to  provide   for  upkeep  and  repairs   to  induatrial 
plant,    for  new  construction  and  for  improved  machinery.    The 
deduction  of  this  amount  would  leave   each  family  of  five 
with   P,ry  income  of  about  #7  500  a  yaar^.      mth    tho  hi-hor 


f)    PV 
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pr.teea  prevai7!-lng  today  this  wosuld  atr^aao  tjo  aboat   |?2400^ 
or   soma   $?00  losa   -chan  I  have   sho.vn  to   'be  nooeQ33.'cv-  for    tb  3 
comfort   of  a  family  iindar  prosent  conditions,      Howovor,    in 
contrast  with  this  it  will  bo  int^arosting  to  note   the   ac- 
tual division  of  national  income  ia  that  ysar. 

Acccrding  to  tho  Bv.xewi  of  Sconcmic  Rasaarch,    in  1913, 
5fo  of  tha  p.3opl6   aecarad  33^  of  the   total  national   income. 
The  Baroaa  estimatas  that  in  thia  gtoar  there  woro  1,144,000 
persons  receiving  incomes   of  f2000  per  year   or  more,   7;ith 
an  average  income    of  ^7000,      On  the  other  hand  there  were 
33,300,000  persons  receiving  less   than  $?.000  with   p.d  aver- 
age inosmo  for  this   class   of  ^;630o 
Division  of  Val o.g  Produced  in  CertaJ.n  OoctroodJt ,l _e a ,. 

Another  way  of   approaching  tho  problem  would  bs  to 
ohooae   from  the  list   of  the  ccran-'-ry'  s  products  gi-ren  in 

the  Annaal  Statistical  Absti^aet   of  the  United  States 

Department    of  Commer'jo.    those  eomiao dit5.es   consamod  by  tho 

average   faa-j."y.      By   dividing  the   total  value  produced  in 

each  caso  by  tht3  toti.T  cumber   of  faajiliea,   w4  could  get  a 

rough   estimate  as   xo   tie    a'nount   o"?  goodo  available.      Shis 

would  appear  soinewhat  .?.3   f.o^-lo^az      (The  nriabor   of  families 

according  to   tho    Caasi'B  was   ?.0,?.55,65.5]~ 


7..1LITE  0'^  xROiaiTCT  AVAILABLE  '2'^Ti  t-iTuIJ^^ 

-1914 


Food 


Floar  nill    "^.nd  grist  mill  produ-j ■■'-,£    ... ....  $42,23 

SI aagh 'Bering  and  moat  packing    , .  , ,  .  .  .  82» 60 

Batter,    Chsope    ^nd^  Oondorsed  Milli. 17,98 

Canned  Fruit  and  Yogaoabj  es 12,041: 

Ole  omargav'l:  ■  fj    «.  ,.o..  o ....,  ,.o ...... , « .  •  » ''''^ 

Coffee   and  :^pj  ce    .„,.„....,.... 7-44 

Potatoes „    I:;;  i":  ,-j a   ar d  Sv/eat 11. 88 

Other  ■*i"ege''-,ab  i.oa,  ....,„,...■,............-.....  6^42 

Praifcs    .„....„ 12.00 

Beans .,....,.. 1  c.  29 

Nats ..,.„..,..... . ...................  _  _» 22 

ICo'oai.  .,^-.99.0  6 


Clothing. 

Boots  aoid   shoes. $  29<,11 

Rubber   sboes 2<»65 

Men's  Slotliing,    including  sbiirts.. E4.E4 

Men's   Furnishings 4, 71 

Woman's   clottiinga „ . . . . , .. . .  23c  55 

Gloves f   mittens,    etc Io07 

Hats,    caps,    etc. 4c 03 

Hosiery  and  knit  goods ,  lSo77 

Woolen,   TKorsted  and  felt  goods 19.50 

Cotton   goods. o 34=60 

Eilk  goods. 12. 51 

Millinery  and  Lace 5, 64 

Corsets , g»OQ 

Total. , |176. 18 

Fuel. 

Antliraoite » .-  |»     9.30 

Bituminous    (,Est,    l/4  used  domestic)....  S^OO- 

petroleum     (Est.    1/4     "                "        ) 4.90 

natural  Gas 4. 62 

Gas,    illuminating  and  heating  (Manfa.^..  10..  90 

Total. I  35.72 

"Furniture,    etc. 

Carpets  and  Rugs $     ^<.AXl 

Furniture   and  Refrigerators, 13.85 

Silverware,    and  plated  ware..., 1^89 

Soap ". 6.  32 

Cutlery  and  Tools 2.94 

Other   house   furnishings 1.31 

'j:otal %  29. 7E 

Grand  Total  of  Items   sho^n .....$441,48 

in  the  first  place  these  are  all  producers'    values. 
perhaps  80J^  should  be   added  to  cover   other  costs  and  margins 
before  the   commodities  reach  the  consumer.      This   is  a  con- 
servative  estimate.        On   this  basis   the  listed  items  would 
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probably  havQ  reactied  tlae  consumer   In  1914  aM  a  value   of  about 
|759.50.      in  ttie   second  place   it  should  be  noted  that  many  im- 
portant items  and   services   of  a  family  budget  could  not  be   in- 
cluded for  Viant  of  adequate  data.     Foods  of  major  importance, 
such  as  fresh  milk  and  eggs,    etc.   are  not  covered.     There  are 
probably  enormous  quantities   of  home  growti  vegetables  not  ac- 
counted  for.      In  fact  the   census   of  such  products   is  of  very 
recent   origin.     The  rent  item,   probably  averaging  at  least 
$£40  per  year  does  not  appear.      This,   alone,  \K®uld  bring  the 
allowance   up   to  |1000.      Altogether,    the   commodities   and   serv- 
ices  forming  part  of  the  average  family  budget  produced  in 
1914  would   probably  total  at  least  $1200,   an.  amount  equivalent 
to   something  like  §1920  at  present  prices. 

This  tends   to  confirm  the  result  of  our  analysis   of  the 
division   of  money   income,  Vvhich,    applied   to  the   families  in 
the  country  would  h.ave  allowed  them  to  purchase  about  $1E20 
worth  of  goods   and  services    on   the   average  of  1913.      This   is 
interesting   in   vie¥v   of  the  fact  that  1914  was  a  year  of.rela- 
tively  low  production.     But  it  is   of  very  much  greater  signi- 
ficance  from  the   point  of  view  of  the   influence   of  the  pur- 
chasing  power   of  the  population   on   production. 

"Business  gives  what  ttie  consumer  asks".     That  is  the 
good   old  apology  of  commercialism  whenever   the  amount, distrib- 
ution, or  nature   of  its  product   is  questioned.      Jt^gges  with 
the   old  legend  that  the  newspapers   furnish  the   people  with  the 
kind   of  reading  they  demand.     Such  statements  bow  to  the  fact 
that   the  real  dictator  in  the  community  is   the  consumer.      It  is 
recognized  as  the  consumer's  right  to  decide  how  the   productive 
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energy  of   the   cour.try  shall  be  directe  d.But,   by  far  the  great- 
er part   of   the  population  belongs  In  the  low    income   group,niade 
up   of  wage    earners,    small  farmers,   and  small   storekeepers. The 
purchasing  power  of  this  group   is   kept  st   the  lowest  possible 
level   in  the    interest    of   commercial  profits. Commercialism  im- 
mediately capitalizes  and   over-capitalizes  any  demand  of  the 
consumer. The  result   is   that   tbe    charges   of   commercialism  curb 
that  demand  almost   before   it  has  been  fully  expressed. In  other 
words,   by  severely  depleting   the  purchasing  power   of  the    con- 
sumer .commercialism  iias  practically  usurped  the    dictatorship 
which  consumers   should  exercise  as   the   only  practical  balance 
wheel    for  national  products. 

The  above   analysis   shows  that   the  production   of  goods  for 
family  consumption   is  regulated  by  a  very  close   margin  to  the 
spending  power  of  the  population. The  absorption  of  all   increases 
in  productive  power  by  commercialism  constantly  prevents  the 
great   body  of  the  population  from  increasing   its   standard  of 
living  by  producing  more   of  the  goods  which   it  needs.   Or  to  put 
the  matter  another  way, the  fact  that  all   purchasing  power  in 
excess   of  .the  barest   demands-  of  subsistence   is   diverted  to   the 
pockets    of  a  very  sirall   class   in  the   community  means  that  this 
excess  purchasing  power  creates  a    demand  for   the   production  of 
goods    oth'er  than  these  which  homely  family  life   requires. The 
production   of  these    necessary  goods  ajrad  comforts  barely  in- 
creases v/ith   the    growth   of  population,   while   the   production  of 

luxuries,    display,   munitions  of  commercial   war, and  menial   ser- 
vices  increases  by  leaps   and  hour)  ds, The  basic  political  right 
of  the  entire   population  to   determine    the  ends  to  which  the 
productive    resources   of  the  country  shall  be  used   in   thus  usu/- 
ped  by   less   than  ifo  of    the  population, It   is  not    shared  equall. 
among   the   ifo.    Government  of  the  essential  activities  of  the 
country  is  given  to  men   in  proportion  to  the    amount   of  their 
spending  power.    The   analysis   of   income    tax  returns  which  I  1"  .'- 


already  referred  to  8hows  the  number   of   votes  ae   to  how 
much  of   each  commodity  the    country  shall  produce  which 
is  possessed  by  each    individual   In  the   various   classes. 

If  we   were    to    suppose    that  every  thousand   dollars 
which  a  man  has   to   spend  gives  him  one   vote,   we  would 
find  that    in  1918   there   were   approximately  35,000,000 
individuals  with  a   single   vote   at  one   end  of  the   scale 
and  67    individuals  with  an  average   of  2000   votes  apiece 
at  the   other    end  of  the    scale.   A  group   of  4,499   Individuals 
in  1918  shared   between  them  990,000   votes  as    to  how  the 
nation's  productive   power  should  be  utilized.    This   shoK  ^ 
clearly  the  unequal   distribution   of    the    consumer's  right 
to    determine  v/hat   the  nation  shall  produce. 

This  naturally  leads   to   directing  the  productive 
power   of  the   nation   to   the    things  which    serve   the  rivalries 
and   fights   in  which  this  SDoall  group  are    chiefly  interested. 

As  a  larger  and   larger  proportion   of  the   nation's 
spending  power   is  diverted  to    serve   the  interests   of  this 
small   proup  the    tendency  is  to   an   increasing  extent    to 
utilize   the   nation's  resources  for   these    purposes  to   the 
exclusior.    of   the    Increase   of  the   goods  which  all   families 
can  use  and   en.i'oy. 


indUEtrial  ''.orksrs,    alon£;  vizh  the   farmers,    are  engaged   i: 
producing  a  lJ.vi.ng  Vvage  for  themselves.     V»e   can   see  no  otber 
purpose   in   industry  and  agricultural  activity  ttian  ttie   produc- 
tion of  at.  least  a  living  wage   for  the  productive  iiembers   of  the 
coinmunity.      For  this  reason   the   q[uestion  as  y'.,e   see    it  is   not 
vvhethex    in   191S,    cr    1914,    or  1918,    or  1920  this   country  pro- 
duced Enough  food  and  clothing  and  fuel  and  light  and  shelter 
to  guarantee   to   every   family  a  living  i«age.      It   is  obvious   to 
us  from  our  exhaustive  study  that   it   does  not  pay  a  living 
wage,    that   it  does  not  produce   all  the   essentials   of  a  canfor"^ 
able  life   that   are  needed,    that   it  has  no  present   intention   of 
attempting  to  pay   a  living  ^age.      Our    '(juystion   is   then  to  fi.  '. 
cut  Tfthether   it   has   the  facilities   and   productive   go^^er   capable 
of  producing  an   ample   living  for   all,    and   if   so,    how  these 
facilities   and   this  productive   power  are  diverted  to  the   pro- 
duction   of  non-esEdntials    or   misused   or   inefficiently  utilized., 
with  a  view  to   setting  about   the   correction   of   these   evils,    for 
th^y  ar-8   cei  tainly  evils  of  the   first  magnitude. 

The   tendency  ^Ihich  I  have   shown   to  have  existed  durirg, 
the  recent   inflation   and   deflation   pel iod   have   been   operating 
for  at  least  half  a  century   in   this  cointry,        its  results 
are   now   becoming   so   obvious   that  v>e   cannot  fail  to  notice   them. 
They  may   be    briefly   summarized   as; 

(1)     Failure   of  the  wage-earners  and  farmers  to  share 
in   the  results   of  the  country's   increased   productive  power. 
{,Z)     Actual  decline  in   the  real  wages  received  by 
industrial  workers  and  a  steady   increase  in   tenant  farming 
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and   farm  mort.p-'iq'pg, 

(3)    Inoreae.jng  diversion  of  the   country's  productive 
power   into   lines   of  production  and    service  v^hich  the  healtuy 
family  does  not  need,    does  not  share,    and  hes  no   real 
desire    for. 

f4)    Resulting  failure    to  makd  steady,    effective 
use   of   the   country's  productive  plant,    thus  further   reducing' 
the  quantity  of   essent«K.as  available    for   distribution. 

I  wish  briefly  to   consider   these    four    important 
tendencies  which  determine  the  amount   of   wages  upon  whi-eh 
industrial  workers   can   count. 
Decline   in  Real  V/age  s   since   1890. 

One    of   the  boasts    of  America    in   the   past  has  been 
"the   American   Standard   of   Living."    Today  we  hear   less  about 
it.  More    ofter^  v;s    hear  representatives   of  the   big  corpor- 
ations  expressing   the    fear   that    tlie   "American  standard   of 
living"  will   prevent    profitable    competition  Y»?ith  the   cheap 
labor   of  (?erirany  and  Japan.    If   so,   under   present   business 
rules,    the  "American  standard"  will  go.   As  a  matter    of  fact 
it  has   been  going  for   over   twenty  years.   If  the  standard   of 
living  enjoyed  by  the  average  American  workers   in   the   90s 
were    anything  to   boast    oij    -  and  I  am  not  going  to    say  that 
it  V7as    -  that   standard   of  living  has   become  history,    almost 
a  myth. 

It   is 'unquestionably  true    that    during  the   generation 
following  the    civil  war   there   was  a  tendency  for   the 
standard   of   living  of  the  wage   earner  to    improve.   That    does 
not  seem   to  have  been  due   to   any  na-ignanimity  on  the   part 
of  American  capital,   but  to    the    fact   that   during  that 


period  free    land  in  the   West  was  absorbing  men  at  a   suff- 
icient  rate   to  prevent   there   developing  any   steady  surplus 
of  labor.   But    since   the    opening    of   the  20th  century  there 
has   been  little    opportunity  of   this  kind.    The  land  has 
been  almost  entirely  engrossed  by  large   landowners.   The 
result  has   been  a   steady   increase   in   the  army  of  the  unem- 
ploj^ed  and   a   steady  decrease    in  the   real  wages   of  the 
American  Workers.   The    surplus    of   labor  has  been   constantly 
anigmented  by  immigration  from  lands  where   the    standard   of 
living  was   even  lower.   Thus   the  big   corporations  from  their 
beginning  about  1900  have   had  great  pools    of  labor  power 
from  which  to   dip   the  amount  they  needed. 

The    following  table   shows   the    course    of   earnings   for 
a   full   time  week  over    the   period  1890   to  1921    in  ten   Indust- 
rie s  for  which  U.   S,   Department   of  Labor  data   is  ava'ilable  . 
The   original  work    on  this   problem  "was   done  by  Dr.   I.M.Rubinow 
and  published  in  the   American  Economic  Review   of  Dec.   1914. 
He   carried   the   study   down    to  1912,    including  15   industries 
in  his  survey,   namely  woolen  poods, cotton  p:oods, boots  and 
shoes  .millwork, furniture  ,lumber  ,silk  goods, bakers  .foundry 
and  machine    shops,   marble  and   stone   cutters,   building   trades, 
car  building,   knitted  goods,   book  and    job  printing,    and  news- 
paper  printing.    In  extending   this   work   to   1918  ,]\(ir. Paul  H. 
Douglas   of   the   TTniversity   of   Chicago   found  the  full    inform- 
ation was   available    for  only  10    of    these    industries,    but  a 
comparison  betv/een    the  group    of    ten   and    the  group   of  15   over 
the   preceding  period  showed  such  a    slight  variation  that   the 
average   of   the  10   can  be    taken  as    indicating  the    course    of 
industrial  wage  s, which, as   I  have  pointed  out,    tend   to    stick 
pretty   close   to   the    subsistence    level. 


In  the  case   of  7    out    of    the    10   industries  the 
hourly  rates  used  are   the  accepted  union  scales.   In  the 
case   of    the    other   three    industries  payroll   earnings 
are   used. 

The    method  by  which  the    table  was   constructed 
was   to   multiply  the    relative  hourly  rates  by  the 
relative    full   time  hours  per  week  in   each  year.    The 
result   shows   the   relative   full  time  weekly  earnings 
in   each  industry.   These  are    combined  to   sho^v   the 
average   full   time  weekly  earnings   for   industry  as   a 
whole    in   each  year.   Finally  this   set   of    index  numbers 
is    combine  d  Vv it h  the   index  numbers   showing   changes 
in  the    retail  prices   of   food.   This   affords  a  very 
fair  index   of  the    changes    in  purchasing  power   of  a 
full  weeks   earnings   in  industry.    The  base  used   is   the 
average   for    the   years   1890  -   99. 

From  1918  down  to   the   present   the    increases 
are  estimated  on  the   basis   of    the  increases   in  pay^ 
roll    earnings   since   that    date  as  reported  to  the  U.   Y. 
State    Industrial   Commission  and  the  II.    S,   Department 
of  labor. 

The    table    is  presented  as  merely  showing  a 
general   tendency. 
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REAL   WA5ES   IN   OUTSIDE    INDUSTRY. 

1890  to  19B0. 

(Average  1890-1899  etjuals  100   ) 
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Year 

ilFeekly  Earnings 

Retail  ¥ood 
prices. 

Real  ?/ages 

1890 

100.3 

101.9 

98.4 

1891 

looa 

103.4 

96.8 

1892 

100.9 

101.6 

99.3 

1893 

101.4 

104.1 

97,5 

1894 

97.9 

99.2 

98.7 

1895 

98.3 

97.1 

101.2 

1896 

99.9 

95.2 

104,6 

1897 

99.7 

96.7 

103,2 

1898 

100.2 

99.7 

100.5 

1899 

idi.i 

100.8 

100.3 

1900 

104.6 

103.0 

101.6 

1901 

105.9 

108.5 

97.6 

1902 

109.0 

114.6 

95.1 

1903 

112.1 

114.7 

97.6 

1904 

112.6 

116.2 

96,9 

1905 

114.4 

116.4 

98.3 

1906 

118.6 

120,3 

98.6 

1907 

123.7 

125.9 

98.2 

1908 

123.1 

130.1 

94.6 

1909 

124.4 

137.2 

90.7 

1910 

126.5 

144.1 

87.8 

1911 

128*9 

143.0 

90.1 

1912 

132.6 

154.2 

85.9 

1913 

135,2 

155.7 

86.8 

1914 

137.9 

158.5 

87,0 

1915 

13  5.5 

156.5 

86.6 

1916 

144.8 

177.6 

80.8 

1917 

146.9 

233*4 

64.0 

1918 

187.7 

266,6 

70.4 

1919 

215.9 

293.0 

73,7 

1920 

269.5 

321.8 

83.7 

1921    (Oct.) 

220.7 

246,3 

89.6 

^  o  ^rf 


You  will   note    that   in  1914  and   1915,    the    years 
prenerally  chosen  as  a   base  for   comparing  ttslt   increases 
in  wages  with   the   increasing  cost    of  living,    fiill  time 
weekly  earnings  had   fallen  by  about   13^  in  purchasing 
pov;er  r.s   Gonts*asted  with   the   last  ten  ^ears    of   the  19th 
century.   In   other  words   the  worker's   standard   of  living 
v/as   lower  than    in   the    years  1890   to  1899.   You  will  note 
further   that    during  the  period   of  rapidly  mounting 
wholesale   prices,   which  I  have  described  at   length, 
the  purchasing  power   of  the   v/age-earner  as  the  result 
of   his  regular  working  week,    continued  to    decline,    reach- 
ing  in  1917   a  low  point    of   64^  of  his  previous    standard. 

In  this    connec!trion  I  want  to    state   that   I   am 
not  discussing  the   full   annual   earnings   of  wage  earners. 
The   increased  regularity   of  work,    the    increased  smount 
of    overtime,    all   these    tended  to    compensate    for   the 
shabbiness    of   the   earnings   for   the   regular  week.    Overtime 
and  unusual  number    of  working  days  per   year  explain 
the    estimated  course    of    the   purchasing   power   of  annual 
earnings   in   industry  prepared  by  Mr.   King    in   connection 
with   the  recently  published  "The   Income    of   the  United  States" 
of    the  National  Bureau   of   Economic  Research.  His   estimates 
cover    the  period  1909   to   1918,   and  his    index  numbers   for 
Purchasing  Power   of  Annual  Earnings   for  All    Industries 
run  as  follovvs; 


1909 

90a7 

1910 

92.8 

1911 

91.1 

1912 

96.3 

1913 

100.0 

1914 

92.4 

1915 

93.6 

1916 

104,4 

1917 

103.0 

1918 

94.3 

The   bettered  condition   of    the  wage    earners  during 
the  inflation  years   shown  in  this    table,   vas   entirely 
diie   to   the   increased  regularity  of  "/ork  together  'vith 
O'/ertime.   It   cs^nnot   be    counted  as  a  -mark   of  the    in- 
creasing   justice    of   the  wage   rates    of  industrial   labor. 
It   simply  meant  that  temporarily  there  '''as  a    joh  for 
everyone.   The   workers  have    found  in   the:  last  year  sand  a 
half  hov/   temporary  vms  that   security  in  a    Job.    We  are 
back  in  the    old  d^iys   of   only  ^oartial   employment,   with 
little    if  any  overtime.   It  has   always  been  recognized 
that  tlie  possible    earnings  for  the   standard  period  of 
work   can  be    the    only  measure    of    the  relative   adequacy 
off  y<.n  ge  3 , 


inoreased  Farm  Mortgages   and  Tanant  Farming^ 

Ttiere   is  ample   evidtsncs  that   ttie   agricultural  producer 
has  suffered  in  very  much  the  same  way.       This  appears   in  the 
steady   increase   in  the  nnmber  of  farms  mortgaged,    in  the  per- 
centage  of  total  farm  value  mortgaged,    in  the  increasing  pro- 
pjvs'tion  of  tenant  farmers.     The  percent  of  ov»ned  farms  mort- 
gaged appears   in  the   following  table: 

Growth  in  percent  of  Ovmed  Farms  Mortgaged 
( Fr cm  Re p ^:;^T~cir  Joint  Commission   of  Agrioaita.tar~Tng.u iry ) 

YqSlT  percent  Mortgaged 

1890 28„2^ 

1900 31c  0 

19?  0 33.  6 

1920 41.  3 

The   enormous   burden   of  these  mortgages  will  appear  from 

the  following  table   showing  the   total  amount   of  mortgages   on 

farms   entirely   operated  by  their   owners. 

Amount  of  Mortgage   on  Farms  Operated 
by  Owni-rs. 

(From  Report   of  Joint  Commission  of  Agricultural  Inq.uiry) 

Year  Total  Amount   . 

1890. $1.  085,  995,  960 

1910 1. 7£6, 172, 851 

1920 4,  612,  711,  215 

in  19E0  the   average   interest   on   this  mortgage  was   at  the 

rate  of  6,1^.     Here   is  an   interest  burden   of  nearly  a  quarter  of 

a  billion  dollars  a  year.     According  to  the  Report  from  which 

these  figures  are  taken; 

"These   are  the   totals  for  the  farms  operated   in  their 
entirety  by  their  owners.     Assuming  that  all  other   farms  are 
mortgaged  at  the   same  rate,    the   total  mortgage  debt   in  19itO 
would   have  been  |3, 598, 825, 000  and   in  1920  about  |8, 663, 000, 000." 
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In  addition  to  this  large   intereat  ctiarge,   rent   ia  another 

important  factor  tending  more  and  more  to  reduce   the  actual  / 

goods  which  the  farmer  receives   in  exchange   for  his  product. 

The   increased  proportion  of  tenant  farming  appears   in  the  fol- 

?.owing  table  from  the   Joint  Commission  of  Agricultural-  Inquiry: 

proportion   of  Farms   in  the  U.   £.   Operated  by 

Tenants. 
Years  per  oeqt_  oi__Tota,l_  Farms 

1880 25o6^o 

1890   c .C....C.......  23«4 

?-900   , .„.  35e3 

1910    , S7cO 

1920 38c Oi 

Between  1910  and  19E0  the  farm  acreage   in  the  u.   S.    in- 
creased by  8,7fo,   b^it  the  number  of  acres  farmed  by  tenants   in- 
creased by  17.1^0,    or  nearly  twice  as  rapidly-      In  this  connec- 
tion  it   is  interesting  to  note   that  the   value   of  farms   operated 
by  tenants  tends   to  increase  more  rapidly  tfcian  the   value  of  farir^ 
farmed  by  owners*     This  is  merely  an   j.ndication  of  the  way  in 
which  the  landlord  increases   the  rent  to  absorb  all  the   in- 
creases which  may  come   through  increased  demand  and   price   of 
product.     The  following  table  shows   the  reJ.ative  increase   in  the 
value   of  owned  and  tenant  farms; 

Value    of  Farms   in   the  U.   S.    by  Tenure. 

year  Value   of  Xand  and  Buildings,   Farms  Operated 

ly     owner  •  By  Tenants. 

1900  113,753,055,102  |   5, 6£8, 900,354 

1910  26,669,634,373  12,621,189,781 

19E0 39,874,303,566  23,793,984,605 

This  means  that  in  the  20  year  period  the  va.lae  of  farm 
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property  farmed  by  o^vncrg   inoreabod  by  about  190^  Vt'biile  the 
value  of  farm  property  farmed  by  tenants,  Iny3?eaf3ed  by  over 
2>Z0^,     During  the   last  ten  years   ttie   increaae:>4^n   ttie  va3.ue  cf, 
farms  operated  by   oY-^ners  amounted  to  ^9fo,  wfelle  during  the 
same   period  tb,e  value  of  rented  farms  rose  to  the  extent   of 

Six  per   cent  as  tiae  rent  upon  tdese  tenant  farms  w  uld 
tiave  amounted  tn  19E0  to   sometkiing  over  ^1,425,000,000.     Alto- 
gether»    interest  and  rent  must  absorb  close  to  |2, 000, 000, 000 
out  of  the  farmer »s   income  from  his  crops.     To  that  extent 
his  purchasing  poiwer   is  being  curtailed. 

As  a  matter  of  fact  this  growth  of  farm  mortgagee  and 
tenant  farming  is   only  an  indication  of  the  extent  to  which 
commercialism  is   absorbing  the  farmer»s   share  of  national  in- 
come.     It  shovis  the  result  of  the  pressure  ^hioh  comes  frcxu 
the  TKeight  of  middle  men,    food  produote,oapitaliB4£  and  others 
engaged   in  the  fight  for  profits,   all  of  whom  cut  down  the 
returoj   in  goods  which  the  farmer  receives   in  exchange  for  his 
services.     The  operation  of  the  present  system  hurts  the  faEmer 
in  two  ways;   flrfit„    it  directly  absorbs  part  of  his  product 
for  Yihioh  it  renders  no  exchange;   second,    it  depresses  his 
market  by  curtailing  the  purchasing  power   of  the  great  body  of 
consumers  whose  purchasing  po^er  is   insufficient  to  secure 
necessities. 

The  whole  situation   is  tied  together.     All  producers  are 
suffering  from  the  same,  complaint.     And  their  condition  cannot 
be   improved  without  reversing  the  tendencies  which  have  broughc 
about  the  p^-esent  situation. 
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Excessive  propox'tion  of  Hational  Income  Diverted  to  Encourage- 
mebt   of  Socially  Valueless  Expenditure  of  Effort'.."     

Study  of  ttie   census  reports   leads  to  th.e  conviction  ttet 
commercialism  is  diverting  an  excessive  proportion  q£   national 
productive  effort  av;ay  from  the   production   of  necessities   of 
life   into  iwasteful     and  unproductive   etiannels.     As  l  have 
already  pointed  out,    this    is  the    inevitable  result   of  making  the 
"battle  for  profits  the  socially  approved  and  rewarded  occupa- 
tion.     If  a  country  makes  the  fighter  TKho  can  defeat  the   great- 
est number  of  other  fighters   in  single  combat  the   hero,    then  the 
people  of  that  country  will  be  engaged  in  making  armour  and 
serving  these   fighters   to   the  exclusion   of  growing  more   food 
and  making  more  comforts   for   their   own  enjoyment.      The  same 
thing  holds   true  Vihen  a  country  says   that   the   hero  is   the  man 
wtio  ^ins   in  the   fight  for   profits.      The  result  will  be   that 
thousands  will  be   engaged  in  fighting  for  profits,    in  serving 
those  who  fight  for  profits,    in  aoijuiring  the  skill  necessary 
to  become   a  fighter  for  profit,    in  making  the  weapons,   and  lux- 
uries, aad  adornments  iKhich  these   profit   heroes  ■will  req.uire. 
Gradually,    too,    the  profit  noblemen  vjill  gather   around  them- 
selves a  host  of  profit  men-at-arms  all  of  mhom  will  have  to  be 
armed.     So  gradually  the  fight  for  profits  isill  absorb  a  great 
part   of   that  productive  power    of  tha    country  which  should  be 
engaged   in  producing  the  necessities  and  comforts  of  the   great 
body  of  citizens. 

Mr.    Sidney  Heeve,    in   his  recently  published  book  on   the 
Economic  History  of  America,    "Modern  Economic  Tendencies",    has 
very  aptly  described  this  group  of  fighters  for  profit  as  "the 
commercially  combative"   class.     He  has  separated  the   ocoupatior/j 
chiefly  engaged  in  this  fight  ffflr  profits  or  commerciitl  combat 
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from  tlioae   occupations  Yv'aich  are  actually  productive   of  com- 
modities for   tiae  life   of  the  people,   and  has  then  made   an 
elaborate   study   of  the   census  figures  to   find  the  relative 
growth  of  these  tvvo  groups, 

Ko^,   no  one  mill  deny  that  there  are  certain   jobs  in  oon- 
aection  ^ith.  the  distribution  of   the  products   to  the  people 
\*ihich  are  not  strictly  productive  but  which  are  none  the   less 
essential.      It  i.s  not   the  existence   of  these  other   occupations 
v^hich  Mr.  Reeve  q.uestions,    so  much  as   it  is  the  growtb   of  this 
group   out  of  all  proportion  to  the  rest  of    the  population.     He 
finds   that   in   1850  |E7.35  out   of  a  total  per  capita  expendi- 
ture  of  4^138»03,    or  about  SOJfc  of  the   total  expenditure,   went 
for   the  salaries   and  ^Kages   of  those  engaged  in  commercial 
activities  and.  in   interest  end  dividends;     whereas  in  19£0 
approximately  ^E29.00  out  of  a  total  per  capita  expenditure 
of  |454.00,    or  more   than   bO^o  of  the   total  expenditure  was 
diverted   to  tte.   group   entirely  engaged  either   in  the   commer- 
cial fight  for  profits   or  to  the  group  ijfhich  simply  absorbs 
through  dividends  and   interest. 

I  have  asked  tuat  Mr.  Heeve's  tables  be  included  in  the 
Appendix  VIII  to  my  argument  and  Wish  to  call  attention  to  tbe 
nature  of  the  facts  '«hich  he  has  developed.  He  is,  himself, 
•an  engineer,  and  as  such,  naturally  interested  in  seeing  the 
plant  of  the  country  effectively  used  for  the  only  end  wtaiich 
can    justify   its   existence. 


All  may  not  a^^ree   on  Mr,  Reeve's  groupings.     But,    on  tlie 
whole,    tiie   broad  tendencies  stiom'n  oannot  be  contradicted. 
Aftei    taking  out   tBae  occmpations   actually  engaged  in  production 
or  tkie  direction  of.   production  and  transportation  he  proceeds 
to  classify  as  primarily  engaged   in  commercial  combat  -   that 
is,    in  markets,    omnerstiip,   price  and  property  -  suda    occupa- 
tions as  agents,   bankers  and  stock-brokers,    commercial  travel- 
ers, manufacturers  and  officials  of  banks  and  other  companies. 
In  addition  he  classifies  as  engaged    in  the  production   of  Vvhat 
might   be  called   the  munitions  of  this  eanmercial  Vvarfare  such 
occupations   as  "book-keepers,   accountants,,  the  makers  of  type- 
writers,   cash  registers,    calculating  machines,    blank  books, 
fancy   paper   boxes,    and   the    like.      He   also   includes   the  mercan- 
tile pursuits.      Finally   he   groups   together   a  large  number   of 
occupations   chiefly   engaged   in   producing  the  non-essentials, 
luxuries   and  services   chiefly  patronized  by  those  iKith  some 
unearned  income   to  spend. 

NOW,    as   I  have   pointed   out,    there  'Will  undoubtedly  be 
found  a  certain   proportion   of  the  majority  of  theseu. 
occupations  which  most  of  us  Y^ould  consider  necessary-     But 
the  point    is  that   tiie   proportion   to  the   total  population 
necessary  in  1850  or  1860  would  probably  do    today.      It   is 
improbable  that  ift'e  need  774  bankers  and  stock- brokers  per 
million  of  the   population  today  Y,hen  ^e   only  needed  135  per 
million   in  1850.     A  1600^  increase   in  the  proportion  of  Com- 
mercial travelers  seems  a  little  excessive. 


Mr.    Heeve    shows  the    steady  increase   in  the  pro- 
engaged 

portion   of  this  group /in  commercially  combative 

ocG-apations  to   the  total  population  as  follnv7S; 


"'Percent   of  Population  Engaged  in  Produpfi^e 
and    Oommercially  Oombative   Occupations. 


Year 

Percent 

of  Population. 

Gainfully 

In  Productive 

In   Commercial 

Occupie  d 

Pursuits 

Pursuits. 

1850 

29.2 

27.3 

1.9 

1860 

31.7 

29.2 

2.5 

1870 

32.5 

29.2 

3.3 

18.80 

34.7 

30-6 

4.1 

1890 

36.1 

30.4 

5.7 

1900 

38.3 

31.4 

6.9 

1910 

41.5 

32.3 

9.2 

This   table,   according   to  Mr.    Reeve,    fails    to  take 
account   of    two   important   factors   -    (1)    The  fact   that   a 
certain  proportion   of   our  productive   population,    or- 
iginally escaping  enumeration  because  employed  at  home 
or    on  the  farm,   has   steadily  drifted   into  the   enumerated 
occupations.    (2)    The    fact   that   an   increasing  percentage 
of   productive  v;orkers   is  being    diverted  to  the    service    of 
comm.ercialism,    that    is,    to    the  building  of   banks,    the 
production  and  transportation  of  materials   for  advertising, 
sales    offices  and  the  like.   Introducing   allowances  for 
these    two   factors  Mr.    Reeve  modifies   the  above   summary 
so  that  the   distribution  awoears  as   follows-. 


Percent   of  Population  Engaged  In  Productive 


and  Commerci 

al  ly  Combative  Occupations. 

Year 

P 

ercent 

of  Population. 

1850 
1860 
1870 
1880 
1890 
1900 
1910 

Engage  d 
work  of 
ciety. 

43.5 
43.5 
43.5 
43.5 
43.5 
43.5 
43.5 

in 
Se- 

Engaged in 
production 
of  necessities 
&  comforts, 

41.7 
41.1 
40.1 
39.1 
37.1 
35.4 
31.6 

Engaged  in 
Commer  cial 
Comtat . 

1.8 
2.4 
3.4 

4.4 

6.4 

8.1 

11.9 

From  this  table,   which  is  based  upon  census 
figures,    it   appears   that    the  productive   proportion 
of   our  population  has  actually  decreased  by  about 
24^,  while  the   proportion  diverted  to    commercially 
combative    ends   is  today  nearly  5-|-  times   as  large  as 
it  was   in  1850. 

But  the  percentage   of   the   consumer's  purchasing 
power  going  to   support   this   increasing   percentage    of 
commercialism  is   far  larger  than  the  above  table   would 
indicate.   This   is   due  to  the   fact  that  the   commer  leal 
classes,    indlufting  agents,   brokers,    commercial   travelers, 
bankers,    etc.,    command  a  higher  average  salary   than 
do   the   productive   workers.   On  the  basis   of   carefully 
worked  out    figures  as  to  salaries  and  wages,  Mr,   Beeve 
shows  the    following  as   the    dollars  paid  by  the  ultimate 
consumer    for  productive  work  and  for  comm erica  11  y  com- 
bative work   each  year-. 


Dollar g   SpeTxt   by  Consumer  for  Yarlous   Services* 


Total 

i;ommer©ially 

Year 

Sxpf 

mditure. 

Productive 

Com'bative. 

1850 

$ 

119.55 

$ 

110.68 

$     8.87 

1860 

146.44 

133,23 

13.21 

1870 

159.19 

141,51 

17.58 

1880 

176.60 

153.69 

22.91 

1890 

196.35 

163.65 

32.70 

1900 

213.52 

169.92 

43.60 

1910 

260.77 

197.47 

63.30 

This   means  that  whereas   in  1850  the    consumer 
procured  productive    service  with   over   9Z^o   of  the   money 
which  he   spent   for   service    in  1910  he   received 
productive    service   for   only  about   765b  of   his   expend- 
iture  for   service,   the  remainder  poing  to   pay  an 
accumulating  crowd   of  people   serving   the    interests 
of  those    fighting  for  profit. 

But   these   figures   fail   to  take  any  account   of 
interest,    dividends  and    other  prof  its, the   tribute 
exacted  by  those   who   succeed   in  the    commercial   combat. 
Estimating   these   at   6%  on  the   national  wealth 
he   arrives  at  the  following  figures   showing  the 
steady  dilution   of   the  consumer's  purchasing  power 


a 


s  the  result!   sf   otir  present   iDUsinesr;   r^rrstsm. 


Dollars  Per   Qapltn  Uptnt  'by 
Population  Per  Annum. 


i'or 
Year       Px eduction 


Oomrce  rcin.lly 

Comtetive  Inter  el^t. 

Wages  and  Dividends, 

Srxlarie  s  Etc  , 


[TotRl. 


1850  ' 

$  110.68 

1    8.87 

$  18„48 

1860 
1870 

135c,2S 

12^21 

30o84 

141,61 

17.58 

37-44 

1880 

153o69 

'22,91 

52.20 

1890 

163.65 

'  32.70 

62.16 
69]90 

1900 

169,92 

43.60 

1^10 

,  ^  197.47 

63.30 

108.18 

19i6 

'  *  S06,00 

70.50 

127.50 

'19E0 

'  *  E25.00 

i  *  82.00 

*  147.00 

138.03 
177.28 
196.63 
228.80 
258,51 
283142 
368;95 
404.00 
454.00 


*   Es-tJimated  bj/-  MrJ  Reeve. 


AoGordlng  td  Mr.    Reeve,    the   column  of   totals 
represents   the    total  energy  of   the   people  available 
for    industrial  and  '  cominer cial  activity,    stated  on  a 
per    capita  basis.   The    rapidly  increasing  share    of  this 
energy  afesbrbed  and'ui^ed  for  its   own  purposes  by' the 
commexcially  cdmtiative   group  appears   to  Mr.   Reeve  as 
a   dissipation  of  thr  t   energy  which   should'  be  used  to 
produce 'the  necessities  and   comforts  which  the  consumer 
should  find  available  if  his  life   is  to   be  healthy 
and  hr.ppy,  Lboking  at  it   from  another  angle  ,  Mri   Reeve 
talks  about   the    dilution  of  the   consumer' s 'dollar.   It 
only  brings  him  about   50  cents  worth  of  goods  and   services, 
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The    tendency  in  the  table  is  gr'-ph-jci.ly  six  own 
in  the  aocompanying   chart i  Fote  tha-^  nXbnough   the   Cu/r.rrti 
representing  the   economic   energy  expei.dei  per    Gr,pita 
of  the   populstion  is  three   and   n.  >-.i.f  tim^s  as  high   in 
'1920  as   in  1850,    the  part   of 'the  col'rmn  representing 
the   dollars  vrortli   of  economic  eii<^rgy  expended  in  providing 
the   necessities   of   family  life   ie   cfjly  about    twice  as 
high  I   The  part   of  the  co luinn  showing  the   remount    of  this 
economic   energy  dissipated  by  commercialism  is,, 'however, 
over  eigHt   times  as  high.   The  relative  amounts   of  economic 
energy  expended  for  i)roduction  and   for   commercialism  are 
shown  in 'the   following  tablet 


' '  percentage   o!f  Economlq  Energy  directed  to 
'   Production        '    x      ^Tommer  cial 


Year  ■  b-^  JJecesslties    ''   :  ''    Combat 


1850  '86,2^    '  19^8^ 

1860  75ol  24.8 

1870  72.0  28.0 

1880  67 a2  3^,8 

1890  63.3  36.7 

1900  59,9  40.1 

1910  53-5  46.5 

1915  51.0  Up.O 

'igl20  49.6  50.4 

The    startling  fact  brought   out   in  thi^   table  is 

Shown  semi-pictoriKlly  in  the  two  oax5effli:janying   charts. 

The   first  represents   e-  ch  year  by  a  thermometer.   The  rising 

column  of  mercury  in  the    tube    indicr. tes  the  rise    of   the 

fever   of   commercialism.   If 'we  think  of  the  country  as 

a  patient  it  will   certainly' 'be   npparent  thrt'the  clegree 

of  fever  is   r   pidly  approaching  a   criticrl   stsige.   This 

fever  me-ms  a   slow  wasting  away  as  the  life-giving 'energy 
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is  grcdTiiclly  more  'and  more    completely  turned   out   xv,  the 
fever,   Todry  the  body  of  the   country   Is   only  nourished 
"by  one-half  of   the   results   of  its    expenditure    of  economic 
energy.  Do  you   think 'th"t   this  tendency  c-n  "be  allowed 
to  continue? 

The    other   of   the  'ch~rts  represents  each  yeftr 
by  what  might  be  c£"lled  a   soci'l  wer.'ther'  bnrometer.  'The 
cdlumn  of  mercury  represents  the  percentage   of  the 
country's  energy  expended  for  ^  the   providing   of  the   e^sen- 
tic.ls    of   life    to    the   population.  As   the    country  goes 
f-^.rther  .-.nd   frrther   into  the  low  pressure  cre^'-   of  commer- 
Gir-lism,    the    barometer   falls  1   "So   one  who  is   in  toiich  with 
the  situ.-tion  c-n  fril   to  be  aware    of   the  fact  thrt  the 
socirl  wer.ther   is'tod.'.y  unsettled.  What   it  will  be' to- 
morrow if   th^  barometer  continues   to   fall   is   plain  re  riding 
for   J.ny  riirn. 

"    The   tendency   shown  in   these    charts  must  be  stopped, 
it  must   be   reversed.    The  forces  whidh  have   determined  the 
purchasing     p^wer   of   the  gre-t  masses   of  the  people  yes- 
•lierday  and  which  are  trying  to  reassert  themselves  today 
must   be  replaced  by  a  new  purpose .Ee cent  reports   covering 
the   census   of   occupations   iii  Few  York   State   show  how 
r.-.pidly  the  emphasis   on  commercial   combat   is  diverting 
the    population  from  productive   pursuits  into 'the  retinue 
of  l^hose   engaged  in   the  fight  'for  profits.   In  the  following 
tables  will  be    found' the' changes' in  various  groups    of 
occupstions   between  1910  and  1920. 


oo 


(a)]5tuEiber  'Engaged  ±k  Agricultuo"'  1  Production 
'    (N.  Ti    Stp.te) 

Occiip'ations                  1910  1920 

Dairy  faarmers 18,839  S:5,851 

General  STarriers 165,517  125.632 

F-.rm  Laborers 148,979  88,805 

Gardners,    Fruit 

growers  j etc 10.802  10,516 

'    Total 334,137  ~T68,8'Q? 

Decrease  1910  to  1920    JOfo 

( b ) l^umbe r   of  \7",ge- earners  En^nge  d  in  Production 

IE.  'Y.    State) 

Occupations                  191C  '1920 

Blacksmiths    '22,120  17,749 

Machinists,  etc 66,366  112,133 

Molders,    etc. 14,381  12   818 

Electrician®    25,211  37  1689 

Pllumbers,Steainiitters, 

etc 20,730  33,384 

C-rpenters 93,547  92,304 

Brick  &   Stone  I:   sons.  .        26,306  19,676 

Pointers 46.738  41,399 

'StationJ^y  Engineers            28,471  29,687 

Tailors 68,^86  62,732 

Dressmakers 69,171  38,016 

Suit ,  (i oat  .Cloak  & 

Overall  Hake rs n  ;***  66,035 

Shirt,' Collar  &  Cuff               i^**  g^  ^38 

knitting  Hills                         M***  23|234 

taborersf  Indus  trial)           '89,815  ^^'?^° 

Shoemakers    30,334  41,881 

Milliners 21.235  16;748 

Cigp^r  &   Tobaccii  Facty.        26,120  '19.084 

'    Total 661,631  '    738,717 

Increase  1910   to  1920    l2^ 


'A 


(g)    Uumtief  Elngr^'ed  in   OonmeT-cial   Oomtet. 
"(N.  'Y.    State) 


I 


OcGupatloKS  3.910  '1920 


Agents.  Canvassers  & 

'     Collectors. 15,487  24,447 

Bankers, Brokers  &  Money- 
lenders.       l4,903  21,293 

Book-keepe'rs,  Cashiers  & 

'  Accbuntants 84,189  121,663 

Clerks,    except   store 146,769  285,4^36 

Clerks. store 65,506  58,045 

Commercial  Travellers...'    20,406  '18sB14 
Insurance  Agents  &    0  fficr 

ials ...»      13,843  19,265 

Lawyers , Judges , Justices.     17,371  18,473 

Real  EstalJe  Agents 17,429  18,215 

RetPil  Dealers 180,151  191,i503 

Salesmen  ^  Saleswomen...   140,049  16'?/. 837 

Stenographer 4  &   Typists.      58.522  113:544 

Wholesale  dealers,    etc..      10.869  __^9.b04 

'l    Total '783,494  1,07-9,941 

Increase  1910  to  1920 38^ 

(d)  Overhead  -^   Planning,  resigning  &  Management 

' (N.    Y.    State) 

"    Ooci^patioBS                1910  "$        ^g^-Q 

Civil  Engineers  &   Surveyors  7,499  i^'^i? 

Designers, Draftsmen, etc. , .  .10,690  li'^'tti. 

Foremen  &  Overseers 25,669  ■^¥-^1 

MamagOTS,    Sup'ts.    etc. ....  .14,983  '^o'^rir; 

Manufacturers  &  Off icisils^_^4jL68 — 2f_'.°_L 


.-.r-m     I 


Total 113,00'9  135,951 

Percent   Increase   1910  to   1920    ^0^- 


oomparison  between  the  chnoges   in  the  number    of  pro- 
ductive  v;age   e-rnerR  employ.6d  '.nd  the   changes    in 'the 
number    of  persons   ehg-ged  directly  or   indirectly  in   the 
commercinl   cdmbat  presents  a  striking    confirmation  of  the 
?-n.<=aysis   of  Mr.    Beeve.   Evidently  the   temlency   to    divert 
human   energy  to   the   uses   of   comrnerci:\lisrn  is  proceeding 
verf  r^,piaiyj   Productive  labor   in  a -^ri cultural   production 
aecres-Sed'M,    productive  l?.bor  in 'industry   incre-.sed 
by  b-rrely  12^.    But   the  number    of  huimn  beings  bro.'^.dly 
classed  ■-'S  men  at  arms   and   retinue   in  the   commercial 
fight   for  profits   increased  by  38^,    over   three    times 
as  big  an  increase   -s   that   in'the,    cav^e   of  productive 
industrial  ^orliers. 

The    increase   in  the   r^.umber    of  persons   enfr-ged  by 
the   coEi'Lercicl   capitalists   to    STipervise   the  indu  strir.l 

orkers   is   also   striking.  "They   lncre'"'Sed  nearly  twice 
as   rc'pidly  as   the  worlier  s  v.h  om  they  supervise,  F6te   th-?t 
the   number    of  foremen  and    overseers   increaced   by  nearly 
60^^   in   the    space    of   ten   years,    during  which  the  workers 
to   be    supervised  increp.sed  by  •  only  i-^f- ,    le  "^,    tli-n  a   fifth 
as  rapidly.    Surely  the  tendency  --'hio'i-  I   ^la  tryir:^  to   pic- 
ture   is  becoming  Kore    and  more    obvious.lt   takes  no  magni- 
fying  glass    of  the  statistician   to   d-iscover   it  today. 

I   am  interested  merely  in  shoTing  a   tendency  v/hicl. 
is  bound   to   result   so   long  as    tlie   first  aim  of   industry   is 
other   than  the  payment    of  a  living  wage-  to   the  workers. 
Purchasing  power   is   th©  directing  force   in   the  nation's 
economic  activityl   If  the  purchr>r:ing  power  of  the    coWiOn 
people    is  emphasised,   then  t'he  voice   of  purch-^sing  povjer 
will    order   the   production   of  enough  of  the  necessities  and 


Vi/ 


302 


32 


comforts   of  life   to   provide,  lor  rllolf  the   tendency  is  to 
ma gn i f y  the    pa:' •  ih,?. 3 ■■_ ; i p  ' p oi;^ e r   of  •;.  1- e    su cc e ss f ul  f  1  gh t er '  f 0 r 
profits,    then  tirt   purchasing  po?/e.r   -rill   orc'..cr  that   as   l-'.r^:^ 
a  portion   of    the  people  as   posf^ihle    oe  utilized   j_n  the 
successful   figh-'j    for  jorofits   or   in   the   prevision   of  splend- 
our and    lux"ar7  -nd    display   for  the    conruerorSc 

We  hf-ive    come    to  the    point   today  vherc    ha.vf  what   the 
consumer    sp^rds  goes   to   pay  not    for  goods   Vat   for  Wnkers 
and  brokers   and  advertisers   ^nd    commercial    travelers  and 
salesmen 'and   lawyers   and  accountants   -^nd  bdok  'fec^-p^^s   to   t.^ 
rearing   of  hanks  ?nd  chewing  gum  skyscraper -3, to  the  manu- 
facture   of  cash  registers  p  nd  other    devi-aec'   ■<>  i-ajre    sure 

'ithat    the  warr:or  gets  all  of  ire    booty. and   to   the  support 
I 

6f   an  enormous   rrtinue  of  servants  ,.t  d  h^-nger;?    on  to   those 
wHo  have    in   one    degree    or   anotlier    succeeded  in  the    fight 
for  prof  its.  Prof  ess  of  Tehlen   of  the  Uew   School    for  Social 
Research  in  Nc?/  "York    estimates   the  entire   advertising  bill 
of  the- country  at    something  lik^  5^,000,000,000  a  4ear. 
Do  peopie  Realize   that   about   ^"^20  per    cppit-  .    or    '-90  per 
family,  which    "chey    'chink   is    beii^    spent  for    essentials  is 
really  going   to   pay   for   the  attempt  of   one   profit  warrior 

to    defeat  another? 

The    problem  of  wage  adjustment    today  is  a  problem 
of   iaking   steps  in   the    direction   of   reversing  this  tendenc;-. 
It  must  Aim  to  glv-e    the  great   body   of   ccnsrmers   sufficien.. 
purchasing  power  to 'enable   than   to   direct   thot    the  pro- 
ductive   energy  of   the    country  be   redirected  to  the   primairy 
purpose    of  jArovlding  necessitie  ^.But   the  mere  awarding  ox 
euch   purchasing  power  vdll  not  be   enough.Those   in  control 
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q£  p£i©&©  ©in  rt^adily   defeat   any   attempt    along   such 
lines,    and   they   are   ttie    ones  engaged   in   ttie   fight  for 
profits.        Eucti  a  decision  to  have  any  real  effect 
must  direct   the   attention   of  all  consumers   to  the 
fundamental  problem  in    order   that   the    pressure   o£  con- 
sumers may   be  organized  to    orevent   further  misuse   of  the 
system. 
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THE  v.:.jNTRY  CAK  PRCIjUCE  a  livimg  ?,age„ 

In   ttie   oreoeding  parts   of  my   presentation   I  bave   attempt- 
ed  to  describe   tlie   forces  iKiaicb.  determine   ttie  way    in  wb.ichi  tht 
national   income    is  divided  aod   ttie   actual  division  wtiic'a  resc. o?, 
Ttic  Twage  problem  is   fundamentally  a  problem  of  ttie  wisest 
division   of  national   income.      We'\cannot   escape   ttie   conclusion 
tbat  ttie   purpose  "?vtiicti  at   present  actuates   industrial  activity 
results    in   a  virtual  refusal  to  pay  a  living  wage,      proceedic 
furtliar   l  conLlder^i   ttie   effect   of  ttiis  refusal  upon   the  ¥vav 
in  ^Ktiicti  ttie   country's   productive  energy    is    utilized.        Our 
conclusion  was   ttiat   it  discouraged   ttie  production   of    suffiQleat 
quantities   of   ttie  esst^ntials   of  family   life   and  diverted   prow    , 
ductive   activity   into   ctiannyls   from  wliicti  ttie  majority  of  th.e 
people   derive   no  real  benefit* 

Ttie   employees   of  industry   are   investing  tktftir  lives   in 
order   ttiat   the    industrious   activity   of   ttie   entire   people  may 
produce   enougti  food,    clottiing,    ticusing,    fuel,    furniture,    com- 
forts  and   pleasures   to   afford  eacci  family  a  full  life,      Ttiis 
naturally   leads   to  tti&    final  g^u®Btion  wtiettier   the   country 
could   produce   the   essentials   of  a  living  Vvage   if  ttiis  natur.J 
desire   of   the    common   people    should  become   the  determining 
voice   as   to  the  use   of  the   aation's    productive   po^er. 

With  this    in  mind    I  have   asked  t^'o  economists   to  pre- 
pare   a  brief   survey   of   the   physical  resources   and  production 
of  the  united  States   to   see  -whether  America,    if   operated 
on  some   other  basis     than  the     fight  for  profits. 
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oouid  uake   good   the  *S»KXiSBii!fiXK:gXii:2'.Hx.tas  shortcomings   in    tb^ 
supply  of  essbntiais.      From  tho   rcfulta   of  th&t  studj  I  @m 
convinced  that   if  the   productive   powe:.-   of  America  v,'ere   co- 
ordinated  and  directed  primarily  to  the   production   q€    the  nec- 
essities  of  life,    the  result  vvould   be  a  full  life   for  all  fai* 
above  anything  Y<hich  w&  are   today  asking  or   talr:ing  about  aa 
a  living  i^age^      I  should   like   to   point   out  a  few  of  the  re- 
sults  of  that  study,   'i:<hich   ia  presented   in   full  ^3  Append i..:    :■ ' 

that  ^as  Been  Achieved.. 

The  war  brought   this   country   face   to  fcce  with  the   p?- 
lem  of  using  its  plant   as   effectively  as   possible.      To  most 
people  with  a  professional  interest   in  production   the  result 
suggested  the   thought   that  modern,   business   principles  do  not 
make   for   such  efficient  and   economical  production  as  the  couii 
try  needs   in  an  emergency.        The  War  T«as  half  over  before   the 
country  got   itself  untangled   f  r  cm  business  and   sufficiently  co- 
ordinated for  productidin   to  show  any  results,      probably  this 
wmS   the   cause   of  engineers   getting  together,    after   the  machine 
had  been  turned   back  to  business,    to  study   the   problem. 

As   a  matter   of  fact,   however,    certain    interesting  iacts 
as   to   increased  production   during  the  war   are   available. 
These   are   summarized   in   the   index  numbers  showing  the   course 
of  production  appearing  in  Table   I,    Appendix  VII» 

So  far   as  mining  and  miinufacture  are   concerned,    these 
figures   prove   conclusively   that,    given  the  motive,  the   country 
can  q.uite  largely   increase   the   percapita  production  of  mines 
and   factories.      The  mines  raised    production   to  a  high  point   in 
1918,    £3^  above   the   1912  level.        As   the   population   had  only 
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increased  alaout  6/0,   a  very  considerable   increase  in  percapita 
production   is  apparent.     Manufacturing  bad  increased  produc- 
tion to  a  tiigti  point   a*  117   in  1916,   and  maintained  it  at  a 
level  155^  ai>ove  ttie   1912  base  during  ttie  two  fo]-iowing  years,, 
despite   the  witkidrawal  of   some  millions   of  men  for  ttie  a.rmy. 
Daring  tb.ese  tiiree  years   ttie  average  population  was  only  0/0 
above   that   of  1913.     Here   again   there  vv'as   a  very  material 
increase   in  percapita  production.     However,    Vvhen  we  consider 
how  important  the  emergency  was  considered,   the  smallness  of 
the   increase   in   production   is   certainly  morthy  of  remark. 
Engineers  were   extremely  dissatisfied,    but   the  shortness   of 
the   time   gave   them  no   time   in  which  t©  displace  those  who  had 
al^'ays  run  industry  because  they  Tjerc    .xperts   in  commercial 
conbat.      The   only  method   of   increasing  production  known   to 
these   big  business  men  was  more   capital  and    increased  plant. 

Agricultural  production    is  somewhat  less  subject  to  the 
immediate   improvement  which  is    possible   in   the  sort   of  produc- 
tion which  is   independent  of  weather  conuiticns.      The    index 
numbers  following  agricultural  production   show  two  higti  points, 
116   in  1915  referred  to  1913  as   base,   Y.:hen  population   had  only 
increased   by   about   2Pjo  and   117    in  1920,   v<hen    the   population 
was  1(3^0  larger   than   in  1913.      In  general  the   heavy  demands  of 
the  nations  engaged  in  war  seem  to  have  resulted  in  a  slow 
increase   in   the   percapita  production   of  food  stuffs.        The 
index  of  agricultural  producjiion  is   influenced  to  a  consider- 
able  extent  by  the  decrease   in  cotton  production  following 
the  slowing  down  in   the   consumptioa  of   the  English  mills. 

The  percapita  production   of   important  f!»cd?j  had  been 
slowly  declining  during  the  years   ^ust  preceding  tha  war, 
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Eeemingly   in  responee   to  ttie  decreasing  demand  as  real  wages 
decregiEed.      This   tendency  was  turned  b^,    t!ie  war  demands.     Ttie 
heaviest  export  demands  appear   to  have  been  for  pork,   beef, 
dairy  producte,    and  wheat.     All  these  ane^wered  the  demand  by 
a  gradual  increase   in  production  .as  shown  in  the  following 
brief  table   sho^King  index  numbers  of  percapita  production 
on   the   basis   of  the  average   for  1909-13  as   100: 

,   IIJDEX  OF  jEERGAPITA  PRODUCTION. 


(Report  of  Joint  Commission   of  Agricultural  Inquiry) 


Year 

1913 
1914 
1915 
1916 
1917 
1918 
1919 
19£0 
19E1 


Hogs 

Cattle 

Milk  Cows 
96 

Wheat 

97 

86 

108 

9E 

84 

95 

1E5 

IQO 

86 

96 

141 

104 

91 

99 

86 

102 

94 

101 

85 

106 

98 

101 

lEE 

109 

99 

101 

12E 

104 

96 

100 

101 

96 

«  * 

99 

«  *  * 
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Althougki  this    is   not  al'oogetkier  con'iriDcing.j    i:x  st:lXl 
appears  tliat  ttiere  was  a  tendency  to  plant  more  wbeat  and 
.raise  more   lives tock^    v^hicfci  came   to  aa  eod  lihBU  t!ai  war 
demands  gave   place  to  ttie  usual  demands   of  an  underpaid  pop- 
i).3.ationo 

Talcing  oroduction  as  a  ■??tiole,    tbe   inde:y  number   in  Te"'>~'  . 
I  of  Exhibit  ^SJ.  to  whicb.  I  am  referring  stiows  that  barring 
6<th.er  drains   ttie   percapita  supp3.y   of  goods  was   ^  tiigh.er   iii 
1917   tb.an   it  mas   in  1913  and  4|^' larger    in  1920.        Taking 
the   period  1915  to  1920  inclusive   as  a  unit  the   average  gro- 
duction  vvas   evidently  ll/o  above   the   1913  level  Vihiie   the 
average  population  was   only  6^  above.      If  this   increased  pro- 
duction   had  been   in  the   field   of  family   consumption  aad   It  it 
had  not   been  diverted  to   other   ends,    the   star-dard   of  living 
during  this  six  year  period  might   have  been  nearly  dfo  better 
than   that   prevailing   in   1913»     T^o  of  these  yea;cs  were  years 
in  v^hich  man-power   had   been  drained   off  to  the  aj?my.     Evident- 
ly there    is  something   to  be  learned  from  this   period  as   to  the 
possibilities   of  long  time   coordination   of  the   facilities   of 
the   country  v,ith  no  end   other    than  productiono 

Lack  of  Coord  in  at  ion   to  Real  Efid  Apparent   in   1920-21. 

This   table   sho«vs   that  production  fell  off  after  1920  anoi-'. 
Vtithin  a  year  per  capita  production  reached  a  level  Vlfo  below 
that   of  1913.      Tiais   happened   in  spite  of  the   fact   that  the 
needs   of  the   people  ^'ere  far  from  satisfied.      This  looks  eh  V.be 
face   of  it  like  a  very  inefficient  way  to  handle  the  country' £ 
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product ivs  reeoarceF;,      Tiie   situation   has   been   currently  ex- 
plained as  tne  result  of  over- product  ion.       But  with,  the 
majority   of  people  unable   to   secure  enough  of   the  necessities 
of  life    it  v^ould   appear   idiotic   to  contend   that   too  much  of 
these   necessities   had   been   produced  and  that,    as  a  result, 
the  country   could  afford  to  sit  back  and  take   its  ease  because 
its   storehouses  and   barns  mere   full  to  overflowing.      If  these 
barns  and  storehouses  v\ere  full  to  overflowing  It  -Kas  obviously 
due   to  under-consumptiOQ, 

If  we   look  at  Table   5   in  the  Appamdix  vjhich  I  am  die- 
cussing  we   find   that  there  was   certainly  no  excess    of   homes 
on   hand.        Every   ounce   of  surplus   energy  could   have  gone   into 
the   production   of  homes  and   the   material  for  building  homes 
without  in  the   least  running  the  risk  of   overproduction  for 
some    time    to  come.        During   the   entire   period   1915  to  1921  lese 
than   one   half  as  many   homos  v\'ere   built   as  were   needed.       Evi- 
dently  the   consumer's  real  needs   do  not  create   a  demand   in 
business.      That  natural  demand   can   be  curbed  by   prices  %%'feich 
lock  out  the    consumer,      I  have  already  called  attention   to   the 
faot  that  wholesale   prices   of  building  materials   increased  in 
19E0  to   a  point  more   than   \QOfo  atenre   the    increase   in  iwages  paid 
If  there  was   an   over-production   in   building  it  was   over-produc- 
tion  of  business  buildings,    and   this,    as   I  have   shown,    is   the 
natural  result   of  the   organization   of  society   for  the   purposes 
of  commercial  combat   instead   of  to   pay   a  living  wage.  The 

purpose   of  the   fighters   fpr   profit     called    for   the   construe- 
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tion   of  more   th,an   f'.-OO^o  moris   bus.:,.j^ca--l5ai3.dinga   for   three 
years  running,    \y.ld  to  1920,    than  y, or^   constructed   in   1913, 
and   ttiat  demand  ^^xe.s  made  good,    while   the  demand  for     homes 
was  allowed   to   go  less   than   half  answered,    the  actual  con- 
struction  of    homes  during  the    three  years   followring   the   war 
being  less   by  12.fo  than   the   inadequate   production   of  homes 
in   1915.    The    productive   power   of  society   is   baing  diverted  to 
unnecessary   ends   because   thepurchasing  power   of   the  community 
is  getting  more   and  more  distorted   and  out   of   balance.   The 
balance   has   got  to  be   restored.   A  far  greater   proportion   of 
the   purchasing  power  must  he  restored   to   those  vi/ho  will  create 
a  homely  demand    lor  the  necessities   of   life.    That  demand 
will  call  back  machine  power   and   labor   power   to   the  real 
uses   of   the  people.    The    chart   accompanying  table   5  in  Appen- 
dix vU-is    to  my  mind  a  very   complete   picture   of  the  distor- 
tion vvhich  the     country  has   allowed    to  develops  by  not   giv- 
ing the   productive   vi/orkers   sufficient   purchasing  power   to 
call  forth  th,e   production   of  the  homely  necessities   and 
comfotts   of  life.    I  want  jcou    to  Iniii:  at   that  chart,    I  want 
yuu   to   see   ft   in   t  arms      i    the   h^me   life    of  millions   of 
families* 

The   present  lack   of   coordination   between   the  needs 
of  the  population   and  production   is  again   vividly  shown   in 
Table  11  of  appendix  vHThe  req^uiiements   of  the  people  inthew^of 


food  do   not    flvotii-"'-,   violently-  f::-o~T.  year   to   year.   The  fact       •-' -^  -^ 
is    that   they  ai  e  never   fully 'satisfied.    Only  an  abrupt   cur- 
tailment  of   the  ability  to   express  demands  in  purchasing 
power  could    explain  any   siich  abrupt   decrease    in  production 
as   thalt  v;hich   is    shown   in  the  meat    industry.   Production  of 
mert  products   from  'the   Chicago   Slaughtering  houses   in  the 
first  9  months    of  1921  was   Sef^  lower   than   in  the    same  perior 
of    the  preceding  y^r. 

In  this    table    very   great   decreases  are  registered   in 
the  i)roduction  of  the  basic  metals.    This  arises   from  the 
fact   that  metal  products  are  most   largely  related  to   the 
present   commercial    Gomll)at.    The    fact  that   the   production  of 
pig  i3:on  is   treated  as  a  reliable   barometer   of  business   is 
significant.    The  demands   of  the    commeroial   comtat  are   far 
more   subject   to   violent   fluctuations    than  'are  the  normal 
demands    of  the  reople.    These   metal  producing  industries  are 
developed  to   niec  t   thi?   condition.   They  are    developed,  to 
carry  the  full  load   of   the  p^ak  years   of  hectic   business 
activity  and   are  consequently  largely   shut   down  during  per- 
iods  of  depression.   In  the  last   stages   of  inflation  it  is 
-easy  for  these    overdevel-ped  plants   to  produce    enough  sur- 
plus  stock   to  meet    tb  e  demands   of    the    deflation  period. 
These   enormous  plants,    representing  probably  the 
largest  block   of  capital    in  the  coun-tr'y,    ^-'re  about   the    clear- 
est  example    of  the    coordination  of  proc'ucstion  to  the   fight 
for  profits  rather   tlian  to  the   steady  human  needs   of  tte 
community, The   coordination   of  these    to  those    steady 'needs 
would  not    only  mke   possible    far  greater   stability  in  empl -^- 
ment  but  would  also  relieve  the   country  of  a  great  burden 
of  semi   idle   capital  which   it  is   forced  to   carry. Iron  and 
Steel  is  tbday  priicarily  a  munitions   industry-it  produces 


not   only  miinxtions   of   iijt,eraatiLona."i    'Kar  but  also  munlc\ons  oi' 
tbe  drnmestlc  tight  for  nrofitF:„     pciiods   of  so-3alle4  'ousi- 
neas  prosperi-^y   ju'e  periods   in  ^SQi.ctL  ttit  fi,e,i:it  for  profits   is 
at  its  kifcigia-t;.     There   is,    conse>^uently,    a  great  demand  for  tiae 
building  and  extension   of  factories  eg[uipped  vvtth  all  tb.e   higtr 
developed  machinery  for  defeating  competitors   in  tte  markets 
Tlaexe   is   great  demand  for  the  building  of  skyscraper  head- 
<iuarters  for   the   various   staffs.     There   is  great  demand  for 
more  conplicated  and  elaborate  means  of  communicai;ion,   for 
luxurious  automobiles  and  for  all  the  other  accoutrements  and 
panoply  v>i it h  ^v hie b.  fighting  leaders   surround  themyelveSc     All 
these   create  a.  deimand  upon  the  met&l   ii:c,..' scries  v.hich  is  c|.uite 
apart  from  the   s beady  normal  demands  connected  with  the  pro- 
vision  of  the    r:eces£ities   of  life.      These    industries   are 
expanded  to  meet    cLesa   ter  iodic  demands.     The   country  is  re- 
quired to  carry  this   over- expanded  plant  and  to  pay  for  the 
production   of  the  munitions   of  the  fight  for  profits   just  as 
it   is  supposed  to   oarry  the  costs  of  preparedness  and  of  iKax 
between  nations. 

Table   12  gives  some    idea  of    the  absolute  lack  of  co- 
ordination  in  the  use  of  the   coant;ryTs  resources  iHuich  pre- 
vails vvhere   t^  directiori    of  these    is   subject   to  the   demands 
of  the   fight   for  ^^QfrLjes^     This  myth   to    the  effect  that  the 
fight  for  profits    is  the  best  incentive  to  production,  ^>hen 
carried   into  effect  tends  to  exg^j^'^rate  enormously  the  slight 
fluctuations   in   consumers  demand.      The  table   shows   the  com- 
parative production   of  various  commodities   in  the  maximum 
and  minimum  months   of  the   last   t¥Jo  years  as  reported  to  the 
Department  of  Commerce. 
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The   production   of  beef  and   porl:  would  normally  be    quite 
steady^   Yet    in  response   to   the    demands   of  the  commercial 
combat   the  production   of   the  first  group   of  products  de- 
clined to  a  minimum  of   feE^   of  the  maximum.    The  low  point 
in  the   production  of  pork  amounted  to    only  ^8^  of   the  max- 
imum.   Consider  the   range   of   output    of   flour,    from  100  down 
to   50.    Or  of  aiithr?.cite    coal,    from  100  down   to '56,   The   de- 
mand for   meat  and   flour    is   steady.   Flour   is  made   from  wheat 
"'hich  has   crop   seasons.    But   storage   is  perfectly  possible, 
and  with    storage,    the   production  of   flour    could  be   evened 
out.    Similarly  it  is   perfectly  feasible  to   store   anthracite 
coal.   With   iiroper    coordination,   planning  to   secure   the  best 
possible  use   of  human  labor  and   plant   resources,   there    is 
no   doutrt   in  the   world  as   to 'the  possibility  of  getting,  rid 
of  a  very  large  part   of  this  exaggerated  variation   in  pro- 
dvmstion  which   causes  practically  every  industry  to  have 
from  50   to  lOC^  more   plant   than   is  necessary  for  the  regular 
supply  of   the  country's  needs. 
Tos^ible  Ilffe'otive  Use   6f  tie   Gountry's  Plant, 

In  table   13,   all   of  the   data    in  which  is    taken  from 
the  Department   of   Commerce,    Survey  of   Current   Business,  we 
have  a  record   of  the   extent   to  vhich  full   capacity  of   various 
industries    is  used   during  a  period  of    depression. In  May, 1921, 
the    shoe   industry  was    operating   at   only  55'^  of   capacity  .For 
the  entire    year  ending  July  31,    1921   th^   Cotton  Spindles  of 
the    country  were    only   operating  at    one  half  of   the    normal 
rate.   In  November,    1920,    the   knit  goods   industry  was   oper- 
ating  just    tZ'^o   of  noimal.   Tliese  are    samples   of   industries 
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producing  consumers   goods.  All  the   other   industries  appear 
to  be    in  the   same    class.   Only  four   of   those   listed  \?ers 
opera tiiig   in  the  Im  month  more  than  50fo   of   capacity.   Ob- 
viously,   if  these    periods    of   depression  could  be  avoided, 
the   plant    of  'the    country   could  turn   out  more   poods  which 
could  be   distributed   over  a  very   considerable   period. 

But  periods   of  depression  are  not   the    only  period's 
in  which  these    industries   operate   far  below   capacity.   In 
fe^v  of  the    industries  producing  consumers  goods  is  there 
regular  production  during  any   one   year.   The    clothing  in- 
dustry,   the    boot  and    shoe   industry,    the   textile   industry,    the 
coal   industry,    all  these   have   their  per  ice's    of  high  activity 
and  their  periods   of   depression  each  year.    This  is   explained 
by   the   fdict   that  the   consumer's  purchases  are    seasonal. 
But  what  is   it   that  prevents  an    estima*e  being  made   of   the 
country's  anBUsl  requiremdnts   in  the'  way  of    cloth,    clothing, 
boots  and   shoes?  If  this  could  be    done,    Jttct   enoiigh  plant 
could  be   supported  to    sujJply  that    demand  v/ith  regula^  work. 
There  viroulc.  be   no   idle  plant  anc*   heavy   overhead  to  be    carried. 
Pull  use    of    that  plant  would  provide   everyone  with   enough 
clothes  anc"    shoes. The    answer   is  that  the    fight   for  profits 
prevents   it,  Morris  I.    aooke  ,    one- of  the    countr'y's  best 
kn6wn   industrial   experts , writing  in  the  report   on  the    elim- 
inittion   of  waste    in   industry   of   the  American  Engineering 
Council   says   of  the    clothing   in dus  tiry: 

'  "The    most  wjiste  takes   the    form  of   seasonal  shut- 
downs, partial    or  complete ..The   most   funteental 

cause    of  w.^ste   is  the   traditional  fear-inspired, order-      _ 
enticing  sales  policy  which   expresses   itself   in  wide   variety, 
and   its  attendant  make-to-order  basis   of  manufacturing. The 
??end    in  recent  years, due  to  the   desire    of   the  manufacturers 
to  stimulate  additional  demand  and  their  tear  of  losing 
gjounfto   competitors,. has  been  toward  an  increasing  numb<^r 


of    styles   of  3-ou"-"   re-^.'s   sultf  an^    of  vn-rietie?   of   cloth 


policy   of  the  raen's   ready-mde   clothing  Industry  has  vast 
far-reaching  rnd   ramifying  effects,    both   economically 
?^J   '^°?v?  ^•'^'    -^^  permits  a  rrsnufacture   only  in  ^ small 
lots,    (t)    It  necessitites   seasonal   production,    the   b'unching 
01   a  Ifirge  pnrt    of   production   into  two  short  periods," 

Another  Engineer,  Mr.    S-.nford  E.   Thompson  finds  about 

the   same    thing   out-ring  dovsn   the  possible  production   of  the 

shoe    industry.  He  gives   "s  th^    first  cause    of  w-ste    in   the 

industry  "seasonal  business    complicated  by  v.riety  of  styles." 

According  to  his  report  "The    varieties   of   s$yle ,    the   dumber 

of  sizes  and  v;idths,    the  multiplicity  of   operations   in 

iTiaking   the    shoe    complicate   the   processes   ^nd   tend   to   cause 

congestion  between  departments  -nd    irregularity  of   flow    of 

work.   This   results   in  m^ted  tire    of   the    shoe  maker  ^-ith   the 

consequent    dissatisfaction  ^nd  unrest   and  loss  in  production 

an  idbverhead  co-t   to  the   rr.nufr^  cturer.'"  Ke   continues 

'    "The   nightm-.re   of  every   shoe  worker,    except  in  -. 
few  shops   th^^t  h:'ve   st  .ndf-rdized  production  methods,    is    the 
Gonst"nt  fe-r   of  unemployment.  Add   to  this   the   loss    of  tt'e 
wixen  he   is   actTir.lly  on   the   job   vriting  for   shoes,    -nd  ^"e 
h^ve  ^    picture   of   the   situation,  ir.nuf -.cturers  estir.~te   th' t 
ilhe  fver,  ge    shoe   maker   spends   only  6&fo   of  his  possible 
productive   hours    in  work;    3Sfo   of  his   tine    is   spent    in   idle- 
ness," 

Throughout   his  report    it   is    evident   th-t    this 
r/-tter    of  style    occupies  the    chief  position  f.  s  a  cause    of 
7vaste  in  the  prodj-ction  of  shoes.   In  the  Spring  of  1921 
the  profit  motive    came    in  to   emphasize   this  matter   of  style. 
At  this   time,   according  to  Mr.    Thompsoh  "the   mrnuf^cture 
of  novelties  was  greatly  -.ugraented  by  the  ef  forti '  of  the 
shoe   ri-^nufacturers  to   create  demmd  by  manufacturing 
novelties  for  immediate  sale.*'   It   is  the  usual   case  v-here 
industry  is   operated  as  a  tnanoeuver  in  the  fight  for  prof- 
its.The   industry  is   over -expanded   -ndthen  becomes   se^-sonrl 
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because   the  imnaf  :■  cturer  who   closes   down  until   the   Is  st 
moment  before    the   sessonnl   demand  and  then  puts   out 
some   novelty  design  may  cut 'the  market   from  under   the 
feet   of   the  manufacturer  who  has  manufactured  far  better 
standard  shoes  without  a   seasonal   close-down.    Salesiften, 
advertising  agents,   the  simon-pure   representatives   of  the 
commercial   combat,    demand  styles  and  more    styles,   and  ever 
more   rapid  changes    of   styles. 

Mr.'' Thompson   states   that   the    capacity  of   the    shoe 
manufacturing  plants   in  the  United  States   is  approximately 
l.'j'sO.dOO  pairs  per    day.   The   average   production   is  about 
977,000  pairs   for  a   300   day  year.   Evidently   if    this  in- 
dustry were  run  pr'imarily  to  produce   substantial  goods 
for  the   consumer   there     would    be   no  question  as   to    its 
ability  to  produce   enough  shoes   to    fill   the   Tbill, 

In  fact   in   the  production   of   cloth,    clothing  and 
shoes  we   m^et  41x9   same    thing,    the  industries  are   operating 
only  a  part    of  ev^ry  year.  And  during  that   part   of  'the  year 
they  are  not  efficiently  run.   Iri  Table   14   of  the  Appendix 
dealing  Vi'ith  physical  production  you  will  find   the   most 
authoritative    estimates   as   to  the  percentage   of   capacity 
at  whioli' the  majority   of   industries    operate    in  normal    time  fj. 
Taking  them  ad  §  whole    they  normally   operate   all    the   way 
from  tbfo^t^'eofo  bclcw  their   capacity.  Working  no  more    than 
an  8  hour   day  the  '  following  increased  production   could  be 

deour^d; 

'    ^l)   Men's   clothing  -  43^  more   than  at   present 
available    for  distribution- 

'    (2)    Shcies   -  ^6fo  more    than  at  present  available 
for  distribution. 

(3)    Wool   cloth  -  4l.fo  more    than  at  present  available 
for  distribution- 


U)    Carpets    md  Rugs   -   66^^  more   th.^n  at  p>-esent 
a^mlnble    for  distribution.  p-fe-en^ 

(B)    Bricks   -  ^Sfo  more    than 'at  present  available 
I  or   the    construction   of  houses. 

(6)   Metals   and  metal  jdroducts   -  at  le'aat  54'%  more 
than  at  present  available   for  the  use    of    the    community. 

This  shows  the  general  possibilities    of  production 
in  the    case    of   some    of  the  leading   industries.  The    same 
thing   is  true    of  rractically  all   of  them.   Engineers   estimate 
that    industry  as  a  whole  is   producing  only  about 'fiO'^  of  T^liat 
would  be   perfectly  possible   if  the  present  plant  were 
operated  regularly  and   efficiently  8  hours  per   day. 

It   is   of    course   true  that  the   families   of  the 
Unitei  States'wauld  not   require  this  gr^at   extra  production 
from  some    of   the  industries.  Unnecessary  plant   in   such 
industries   could  be   scrapped  and  thus  cease   to  be   an   over- 
head buxden   on   the    c.iuntryj   The  man-power  thus   set  free 
could  be    diverted  into  more   regul?r   employment   in  the   pro- 
duction of  goods    of  v\?hich  there  would  result  no  over-supply. 
Additional   comforts  be  added  to   the    supplies   going  to 
families   if  the  labor  for  their  production  were    considered 
justified  by  the   results,    or  shorter  hours  could  be 'worked 
al  1  ar  ound . 

Management  has  been  shouting  to  labor '"Be  more    efil". 
ient   and   industry  x'^'ill  produce  more    for  j^our  p^y  envel'ope." 
But    our    study  of   the  report   of  thk  Americ-'.n  Engineering 
Council  which  under  Mr.    Hoover* s   direction  has   investigated 
waste    in  Industry,    convinces  us  th?t   the  major   responsibility 
for  inefficiehby  and  waste   rests   .vith  management.   In 'the 
Judgment    of   those    engineers   the   responsilDility  of  managenent 
varies  from  iofo   of  the   total   in  'th4  Textile  Industry  to  8r' 
of   the   total   in  the  Metal   Trades,    the   simple   average    of 
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management's   respons:  bility  being  about   6&^j-      On  the   other  hanc_ 
the  responsibility  of  the  wage   earner   is   assayed  by  these 
engineers   at    from  9f^  in  the  Iletal    Trades   to   26^  in  the  Printing 
Trades,   with  a  simple  average  showing  for  the  group  of   industries 
labor's   share   in  the  responsibility  for  waste   to  be  about  16fo 
cr  less   than  a  quarter   of   the  management's. 

Management    is    dictated  to   by  commercial   ca-pital-      The  main 
object   is    success   in  the  battle   for  profits  .     Management   has  no 
dominant   interest   in  producing  the  necessities   of  life.      The 
boot^^  acquired  through  victory  in  the  battle  for  profits  guar- 
antees  them  all  they  need  of  the  necessities   and  comforts, 
whether  there   is    enough  to   go   around  to  the  rest   of  the  popu- 
lation or   not.      It   is   this  which  wholls?"  unfit ■^    commercial   capit^,! 
for  taking  direction  of  society's  activities   in  the  direction  o': 
procuring  a  living  from  nature. 
Does  ITature  Provide  Enough . 

That   brings  us   to  the   final    question  as   to  whether  a  living 
wage   is   physically  possible.      Granted  that   industry  is   ej?fecti"c- 
iy  used,    is    the   supply  of  raw  materials  adequate?     Hex:  materials 
include  not    only  mineral  products,    but   also   the  products   of 
agriculture.      The  ability  of  the   coal  mines   and  the   copper  m.ines 
and  the  iron  mines   to   supply  sufficient   of  their  several,  pro- 
ducts  to  meet  the  demand  is   so  little   questioned  that   I  am  not 
going  to    talie   it  up  now-      I  wish  merely  to   point    out  that 
the  waste   of  many  of  these  products  in  the  service   of 
commercial  militarism  and  the  waste   involved  in 
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luxuries   of   the  leisure  classes  *ould  provide  a  wide  marglnj 
if  eliminated. 

In  terms  of  our  wage  problem^   the   vital  ttiing  is  not 
steel  but   food,    cot   the   products    of  oil  wells  Iftt   the    products 
of  the   farm.     The  real  liuestton  ¥^!ill  be  raised  as  to  \\hether 
the  per  capita  production  of  food  stuffs  can  ba    increased  so 
as  to  ^r§tiA§  ©v©ry  faiolly  ^Kith  ample  food.     She  a®BW@r  is  a 
strong  affirmative.      But  the  securing  of  this  faod  ^ill  reiuiJo 
the  devotion   to   t^e   problem  of  a   lot   of  the  concentration  of 
human   effort  which  is  today  being  wasted  in  the  fight  for 
profits. 

If  able   bodied  men  v^ere   being  drawn  from  the   commercial 
combat   into   farming  instead   of  froui  the   farms   into  the   fight 
for   profits,    there  are  available  for  farm  lands  today  as  many 
more  acres   as  are  today  cultivated.      Italy  cultivates  92^     of 
its  total  area.     France  cultivates   95-l/E  of  its  total  area. 
Hungary   cultivates    94-l/Efo  of  its   total  area.      The  United  States 
today  cultivates   only  255^0  of  its  total  area. 

1/hy   is    it  then,    if  there   are  these   vast  areas   for  pos- 
sible  food  growing,   why  is  it  that  there   is  no  more  free  land 
to  absorb  the   surplus  of  labor  whick  is  alinajs  an  unemployed 
margin   in   the  cities?       The  answer   is  simple.      Because   the  vast 
tracts  which  do   not  supply  their  q.uota  of  the  fcod  needed  by 
the   people   are  held  in  large  part  by  the   same  interests  that 
control  prices  and  set  livages  and  determine  the  financial 
policy  of  the  railroads.     Much  of   it  is  a  part   of  the  large 
tracts   of  land  given   outright  to  the  railroads  by  the  people 


of  -Ghe  UnitecL   S-::ates  .      From  the  Federal   Report   on   "The 
Iitim"ber  In^-ustry",    Part  III,   p  181,    (Goveriment  Printing  Office 
1914)      it  appears   that  733  landholders   own  96,867,000  acres   of 
•unimproved  land.      This   is    equivalent   to  more  than  205^  of  the 
entire   improved  farm  la^nd  in  the  Urdted   States  as  reported 
in  the   C-nsus   of  1910.      This    e2:coeds  hy  more  than  a  million 
acres   the  total   improved  farm  land  owned  hy  S, 203, 585  farmers 
in  25   states   of  the  Ur.ion-      Some   esiamples   of  this  land  monopoly 
tahen  from  the   Pcport    on  the   Iwmher   I  ;diistry,    ahore  referred 
to,    appear  in  the  following  tahle  :- 

soiiE  ?::AiiPrES  o?  lai-id  : ioitopoit 

(Compiled   from  the   ReiDort    on   "The  I-mnhcr  Industry";   by  the  Bi.iireau. 
of   Gorporatiohs,    Washington,    D.C.,   1914.      See  Part  II,    Chap. 6; 
Part  III,    Chap.    2.) 

lOUISIAITA 

Owner  No.    Of  Acres 

Tensas   Delta  Land   Go.---- ..___ _  391,000 

"Jilliam  Bucha.nan  Companies-   ------------  330,000 

Long-Bell   Lizmher   Co.----------------  318.000 

Trost.  Johnson  Iiimher   Co.--------------  277,000 

Missouri  Iiunher  &  Land  E2:change   interests   -----  275,000 

C-reat   Southern  Lumher   Co.    and  affiliated  companies-  233,000 

Calce.sieu  Pine  'Co.    and   Southern  E,umher   Co.-   -   -   -   -  134,000 

Jay  Gould  Estate-   ---------    --   124,000 

lutcher  &  I.Ioore   interests    ___-------.--  121,000 

Central    Coal  &   Coke   Co.--------------  9&,000 

250   other  holders    own  ------    _-___    -  5,015,000 

Total   acreage    f270  holders)-   ---------  5,315,000 

Average  numher   of  acres  per  holder  ------  19,700 

Total   improved  acreage   in  Louisiana   (1910   Census)    -  5,275,015 

Total  numher  of  farms   ---------------       120,545 

Average  numher  of  acres  per  fa,rm-   ---------  48 
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?10SIM 

Owner                              '"'  No.   Of  Acres 

Southern  Ste/res  Land  £b   Tim^ber   Co.    - 1,402,000 

Empire  Land  &  National    TimlDer   Co-    --------  941,000 

Florida  Co'ast  Line   Canal  &  Transportation 

"~    interests ~ 61.0,000 

Jolm  Paul  So  East    Coast  Lwnlier   Co- _--  600,000 

R.    J.    Bolles 474,000 

R.    J.   &  B-    F-    Camp  L-umlDer   Co.    and   Crystal 

Liimber   Co. 375,000 

Model   Land   Co.---- 355,000 

Cummer' L-uinber   Co.    ---__---__------  318,000 

Dowling  Ltim'ber   Co.-- _______  305,000 

Eillman  Sutherland   Co.- _  _   _  _  273.000 

Putnam  ILumher   Co. _______  238,000 

Aripeka  Sawmill   Co.-----   -   232,000 

Myaka  Land' Co.-   -""- 193,000 

Florida  Land  &   Timher   Co.    - _____  189,000 

Steams  &   Culver  Lumher   Co.    -----------  189,000 

Sty'   Joseph  Land  &  Developrnent   Co.    --------  184,000 

Southern  Timber" &  Naval   Stores   Co.,    Florida 

Land   Co-   and  affiliated  companies-   -----  182,000 

J.   PT  Wiiriams  and  J.   ]P.   Williams  Land   Co 177,000 

B.   Beacham „--_  1^7,000 

TJilson  Cypress    Company  _-----_-_     ----  164,000 

Hodges,    O'Hara  &  Russell  interests   -   -   -     _   _  -   -  155,000 

B.    Parker,    etal   ------   ------      ----  146,000 

l.IcLeod'  Timher"  &  miluth  Timher   Companies   -----  ^33,000 

2e  other  holders   own-   --___   --  2,688,000 

35  other  holders   own- 2,175,000 

4?  other  holders   own 1,726,000 

56  other  holders    own- _-_  1,479,000 

89   other  holders   own 1,159.000 

Total   acreage    f290  holders) -   -  18,949,000 

Average  numher   of  acres  per  holder  -----  65,341 

Total   improved  acreage  in  Florida   (1910   Census)    -  1,805,408 

Total  numher  of  farms  -_-__---------  50,015 

Average  numher  of  acres  per  farm-  --------  3b 


'  ■  MIClilGAISr 
'  '  (Upper   Peninsula  Only) 
Owner  UOoOf  Acres, 

Cleveland  Cliffs  Iron  Oo- -_____-_  1^515^000 

Kew®Bnnaw  Associatioii   (ltd)    ----------      '   373  goo 

The  Michigaft  Xroa  &!  Land   Coi(ltd) S24]oOO 

I.    Stephenson   interests  ------------  302,000 

Ghicaprb  8a  Northwestern  Ry.- 186,000 

United  ^States  Steel   Corportation '171,000 

130   other   holders   own _____   5,624,000 

Total  Aoreege    (136  holders) '- 6,495,000 

A-^erage  numher    of  acres  per  holder  47,760 

Tot-1   improved  acreage   in  Michigan (entire  ' ^t ate) 1^,83 2 ,078 

Total  numher    of   farms __-_  206,960 

Average  numher   of  acres  per  fflrm _-_-  52 

'    PA^IS-IQ  STATES 

Northern  Pacific  Railway   Go. ___ 9,950,000 

Southern  Pacific  Railway   90,    ------  -   -13,880,000 

Atchisoii.Topekji  ^  Santd  F6  Rail77ay  Co.    -  -   -   -   -   9,653,000 

Total  acreage    (3  holders)    ---   ____      33,483,000 
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Total  limproved  r. creage  in   the  nine    states    of 
Idaho  .Wyoming,  New  Mexico  .Montana,  Utah, 
Nevad^, Washington,  Oregon 'and   California 33,300,736 

Total  number    of   farms _-__      __  318,140 

Average   number    of   ceres   per   farm  -------  104 


Shaded  Portion  fiepresents  Equivalent  of 
Federal  and  Texas  Land  Grants  to  West- 
ern Railrodds— 305,114  Square  Miles. 


Note  particularly  the  ownersdip  of  SS, 483, 000  acres  by 

tkiree  railroads   in  nine  western  States,      In  these  same  States 

tfcie  total  of  ijnproved  farm  acreage  oiwned   by  over  300,000 

farmers   amounts  to  only  33,300,736  acres.      In  the  Report  of 

the  united.  States  Bureau  of  Corporations   on  the  lumber  Industry 

this   is  remarked  as  follows : 

"After   enormous  sales  to   such  companies  as  the  Weyer- 
haeuser Timber  Company  aad  the  Amalgamated  Copper  Company 
and  after  sales  of  other   vast  quantities  to  smaller  pur- 
chasers the  lands  still  held  by  the  Northern  pacific,   to- 
.        gether  with  that  of  the  Southern  pacific  and  the   9,700^000 
acres  of  the  Atchison,   Topeka  and  Santa  Fe  makes  the  pres- 
ent timbered  and  non-timbered  holdings   of  these  three 
railroads   over  33,500,000  acres,    an  area  as  large  us  ttiiit 
of  England." 

As  a  matter  of  fact,  when  the  enormous  gifts  of  lands  to 
the  railroads  are   considered,    together  Yvith  the  purpose   of 
those  grants  and  the  stipulations  accompanying  them,    it  is 
obvious   th^t  the  failure   of  the  railroads  to  carry  out  their 
side  of  the  bargain  is   to  a  very  considerable  extent  respons- 
ible for  the  apparent  lag  of  the   agricultural  production  behind 
the  general  progress  of  the  country.     And  I  might  remark  by  way 
of  parenthesis   that  this  policy  of  the  railroads  has  resulted 
in  a  very  material  diminution  of  their  own  traffic  below  what 
it  might  have  been  if  the   territory  along  their  lines  had  been 
fully  settled  and  developed. 

In  this   connection  ^e  have  reproduced  a  very  striking 
map  Which  shows  the  extent  of  these   land  grants.     The  records 
of  the  General  land  office  show  that  in  the  aggregate  approxi- 
mately 190,000,000  acres,    or  296,875  square  miles  w§,s  appropri- 
ated by  Congress  for  railway  companies,    an  area  as  large  as 
that  of  all  the  New  England  States  combined,  with  the  additicn 
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of  the  States   ex'  ^S'H  lovk,   Mevj  Jersey,   Deiavvare,   Pennsylvania, 
Okiio,    Indiana  and  Illinois,     of  ttiis   seme  25,000,000  acres  were 
forfeited  for  failure  to  "build   the  roads.     However,    ttiis  is 
nearly  balanced  by  ttie  grant  by  Texas   of  32,400,000  acres  to 
ttie  railroads,    not   to  mention  smaller  grants  by  other  States. 
I  am  not,    here,    interested  in  developing  the  extent   to 
which  these  grants   have  been  misuseA  so  that  the  public  benef i b 
in  reduced  transportation  charges  has  failed  to  be  realized. 
But  I  do  want  to  suggest  that  the   country's  basic   industry, 
agriculture,    has  been  curtailed  by  the  failure  of  the  roads  to 
use  this  land  as  originally  intended.     Much   of  it  has  been  with- 
held from  settlement  as  originally  intended,    and  much  of    it  has 
been  sold  at  higher  prices  than  intended  in   the   original  grants. 
The  price   of  land  is  a  direct  burden  upon  the  agricultural  pro- 
ducer.    He  must  either   come   to  the  land  viith  i,  large  capital 
or  he  must  live   his  life  trying  to  meet  rent  or   interest 
charges.      In  this  way  the   high  value  at  which  farm  land   is  he.'id 
not   only  tends   to  discourage  men  from  taking  up  farming,    thus 
keeping  the   land   idle,    but  also  burdens   those  actually  engaged 
in   farming,    forcing  them  to  demand  higher  prices  as  a  neces- 
sity.       This   high  value  represents   a  barrier   to  the  production 
of  abundant  food  at  reasonable   prices,      in  the   interest  of 
profits  which  are.  entirely  unearned  these  railroads  are  cur- 
tailing the  ability   of  the   country   to  use   freely   its  resources 
for  the   production  'which  is  essential  to  the  payment  of  a  living 

wage, 

in  other  words,    if  this   land  'Siere  free   to   opening,  with" 
out  the  burden   imposed  on  the   individual  without  property  who 
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attempts  to  pay  out  of  product  for  laigtily  expensive  land,   a 
long  step  would  be  taken  toward  securing  the  plentiful  supply 
of  food  wtiicki  we  need. 

It   is    obvious   that  there   is,    also,    still  room  for  the 
abundant   production   of  meat.      The  decreased   production  of 
cattle   and  other  lifestoci:  is  generally  attributed  to    the 
reduction  in  racges  &nd  pasture    land  through  the   en33?©achment 
3f  crop  farming.      From  the   facts  which  I  have   Just  noted   it 
appears   that  there   is  still  much  land  that  could  be  used  for 
the  raising  of  cattle,    also  for  the  raising  of  sheep  for  wool, 
If  it  were  not   held  at   such  a  figure   as  to  make    impossible   its 
profitable  use. 

Finally,    however,    and  of  perhaps  greater   importance,    is 
the   possibility  of  using  the   present  farms  to  produce   far 
greater  q^uantities.        Agriculture,    like  an    industrial  plant, 
is  subject  to  increased  costs  when  less  tlian  full  capacity 
production  must  carry  the  full  overheads     The  total  farm  acre- 
age  of  the  United  States   is   less  than   half  of   its  land  area. 
Less  than  half  of  this  farm  acreage  has  been  improved.       And 
very  few  of  the   improved  acres   produce  the  crops  whicfta  are 
easily  attainable.      The  Year  Book  of  the  U.    S.   Department  of 
\    Agriculture,    after  describing  the  educational  work  of   its 
experts,    went,  on  to  say: 


"The  simple  ntcteinent  that  a  thoTisancL  farmers   in  a' partic- 
ular state,   -and?--  the   direction  of  the  department,    produced  an 
average  yield  per  acre   of  the  standard  crops   of  twice  or  three 
times  the  average  yield,    conveys  information  of  but  a  sinall 
part   of  the   actual   effect  stated." 

__   The  average  yield  of  corn  per  acre   in  this  country  xvas 
25  hushels   during  the  5   or  6  years  hefore  the  war-      In  many  _ 
localities   corn  clubs  have  been  formed.      The  members   of  these 
clubs,   YiOTizlng  under  the  direction  of  an  e:rpert,    have  seared 
crops_averaging  from  50  to  150  bushels  per  acre.     It  is    clear 
that  by  better  methods   our  crops  can  be  made  to  yield  an  ample 
Quantity  of  ell   essential   foods. 

IVhat  prevents   this  today?     The  same  thing  that  renders 
industry  inefficient  and  takes   the  interest    out  of  T;ork  for 
the  man  of  low  income,    and  more  and  more  from  all   except  those 
v/hose  appetite   is  whetted- by  the  fight  for  profits.      The 
natural   incentive   to  work  is   gone.      The  natural  incentive   is 
to  direct  jowr   efforts  to  producing  the  necessities   and  com- 
forts  of  a  ha-3py  ilfc      But  today  fifty  cents 'T7orth  of  products 
is_all  that   is   secured  by  a  dollar's  worth  of  effort.     Half  of 
the  -jroc'iiots    of  the  farmer  and  of  the  industrial  worker  do  not 
obtain  in  return  good.s   or   services.      They  go  to  pay  interest 
on  farm  mortgages,    rent   on  farms,    the  enormous   rental  value   c£ 
business  cities  like    Chicago,   Hew  York,   Philadelphia,    and  the 
rest;      they  go   to  vay  perpetual   interest    on  investment  in  plants, 
which  are  fifty  per  cent   larger  than  would  be  needed  if  they 
were  used  regularly  and   effectively;      the~r  go   to  pay  the  salaries 
of  tens   of  thousands   of  salesmen,    advertising  agents,    clerks, 
accountants,    stenographers,    telephone  operators,  lawyers,    pnd 
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all  tiie    lioBt  employed   in   the   service   o^',,    or  in  making  ttie 
paraptiernalic.  req_aire«i  by  comcQerciaiiD'o,      Th.oy  are  pay;.nf, 
enormoue   suras   for  ttic   support   of  thost-   who  render  no  service 
in  return.     HaJ^f  of  tiaeir  »Kork  brings  tbiis  resultr      JU-id  if 
ttiey   increase   ttieir   product  by  lOf/o,    tlien    all  values   go    un_ 
or  ttie  value    of  their   product   goes  dowa,    and  the  net  secult 
is   that  they  receive  tliae  "iafS'IiBe-,    not   of  50^  of  their  pro- 
ductive work,    >).':  b  of   only  45fo,    getting  the   eame   siandavd  of 
living  in   exchange   for   lOfo  more   product*      The  rules  of  the 
profit  game   cannot  be  broken.     They  vvork  automati'^ally  to 
absorb  for   the   commercial  heroes   the   full  amount   of  any   in- 
crease  in   society's   production. 

Until  the   huiXible    pro(?u0tor8   are   given  back  their  right 
to  use    the  resources    o."?  the  country  for   the   s.^ngle   purpose 
of  providing  a  good   life    for   everyone,    this  situ9,tion  Hill 
continue   to   grow  worse.      Just   enough  of  productive   effort 
V'/ill  be  devoted  to  producing  the   btrts  essentials   c£e  a  wage 
earner's   life   to  keep  the  machine  working.      After   that,    all 
increases   in   producti'/'o   povVer  wkli  be  absorbed   in  meeting  tiae 
ever   increasing  demands   of   ccmmurcial  capital. 
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This  Country  Pan  Produce  A  Splendid  Living  Wage . 

I  have  already  referred  to  the  study  which  I  have  had  in- 
serted in  the  appendix  to  my  argument,  dealing  uith  the  physical 
■oroduction  of  the  United  States.   If  ahility  to  pay  a  living 
wage  is  going  to  be  a  deciding  factor,  then  v/e  are  distinctly 
interested  in  the  ahility  of  any  industry  or  of  all  industry 
to  pay  a  living  v;age- 

The  first  thins  7;hich  our  study  of  physical  production 
has  shown  us  is  that  with  coordination  for  production  the 
country  can  increase  its  production  materially.  17hen  we 
entered  the  war  we  needed  production-  Me   found  tha-t  concen- 
tration on  the  fight  for  profits  had  failed  entirely  to  co- 
ordinate the  productive  power  of  the  country  to  such  an  e::tent 
as  would  make  possible  even  the  minimum  of  production  which 
was  required  for  successful  prosecution  of  the  war-   As  a  re- 
sult, under  government  agencies,  some  coordination  was  achieved 
with  the  result  that  production  v;as  practica.lly  maintained 
despite  the  withdrawal  of  millions  of  young  men  from  industry. _ 
This  leads  us  to  the  conclusion  that  the  country  ca.n  coordinate 
its  productive  power  so  as  to  obtain  a  considerably  larger  out^ 
put  if  the  end  sought  is  output.   And  it  is  our  contention  that 
the  only  natural  way  of  making  output  the  end  is  by  creating  a 
domestic  demand  for  that  output  by  giving  every  family  in  the 
land  a  purchasing  power  which  will  enable  tha,t  fcmily  to  demand 
all  the  necessities  of  a  comfortable  living. 
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When  the   humble   conr-acQers   have  the  purchasing  po^.'sr  wbicii 
will  demand   the   pr eduction   of  enough  of  necessaries  and 
comfortE   to   s'app3.y   every  fiimily  before   the  productive 
labor  and  machinery   is    used  to  produce  munitions   of  the 
fight  for  profitBj    or  the  panoply  and  mo.-^T.-grant^eur  ^ibi-ih 
the  fightln .-^  cl.asF  require,    thin   suddenly   there  ^'ll'!    Y-'^t 
available   for    transfer   to  the  work  of    ].if3   a  fui:..  7'.-.h    ^f 
all  the   productive  "workers   of.   the   land.      The  T?toole    ir;.id 
will  breathe   a  sigh  of  relief  vjhen  those  Yvho  hi.i.'-e   bsun 
driven  to  the   production   of  baubles,   menial   service   and 
rubbish   once  more  pitch  in   and   nelp  the  rest   to  secure 
for  all  a  decent   living. 
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NOW,    I  Gome   back  to    tkie    place  vvtiere    I  started.     M^  pur 
pose  has  been  to  describe  as  M^eli  as   I  could   in  brief  space  tac 
workiog  of  tiae  present  '^^age   system.        For  itt  ass   oiilj  against 
sucti  a  background  ttiat  tlie  full  implications   cB.    the  present 
case  can  be  seen. 

Fran  th.e  facts  developed   it  appears   that  there   is   a 
steady  tendency  for  decisions  vitally  affecting  the  livelihood 
of  the   people   to  ba   made  according  to  business   standards,    that 
is,    according  to  standards  ^hich  place   interest,   rents  and 
dividends   ahead   of  the  return  to  wage  earners   of  the   regular 
supplies  \Khich  their   families  need  for   health  and  comfort. 

The  results  are  apparent  enough,    an   increasing  absorption  of 

a 

national  purchasing  po^ver  by   so   small/percentage   of   the  popu- 
lation  that   it  ceases  to   create   a  normal  demand  for   the    pro- 
duction  of   enough  essentinls   to  meet  the  real  req.uirements   of 
the   country.      It   is   our  belief  that,   vvholly   aside   from  the 
justice  of  v^iago   demands,    this   tendency  cannot   continue   indefi- 
nitely V. ithout  undermining  the    very  foundations   of  the  social 
structure. 

Early   in  my   presentation   I  asked    tv.'o  questions.      I  will 
repeat  them. 

First.      If   industry   can   pay  a  living  ^'age   but   will  not, 
■ift'hat   should  be   the   attitude   of  the  \*ork8rs? 

Second,    if  industry  as  at  present  operated  cannot  pay  a 
living  wage,   v^at  should  be   the  attitude   of   the  ^workers? 


Our   study  of  t.io  "Wage  g.ueetr.on  diiring  ttie   inflation 
period   has  developed  clearly  ttiat  ttie    extent   to  whiicli  industi; 
is  able  to  pcy   a  living  ^age   tias  nothing  to  do  with  its  pay- 
ment,    labor  does  not  share   as  a  partner   in  the   increased 
profits   of  prosperity.      Whether   prices  rise   or  fall,   whether 
production   goes  up   or  do^Kn,    labor  i.s  tied  close   to  the  lowest 
level  at  'wUich   it  can  be  bought   in  the  market  which  capital 
ov/ns  and  controla.      Therefore,    it    is  clear  that   industry  dc^- 
not   intend  to  pay  a  living  wage. 

Our   study   of   the  ability  of  industry  as  at  present 
organized   has  further   shown  us  that  the  prime  purpose  for 
which  business   is   today  operated  Will  a?i.wayB  prevent  the   pro- 
duction  of  those   goods  necessary   to  a  oonjf ortal^l.e   living  in 
sufficient   q.uantity   to  be  able   to  affo^'c!    theci  to  every 
family. 

As   a  mattei    of  fact  tihe    fc\^c  questions  are  really   one^ 
So  long  as   indjstry  ^ill  not  pay  a  living  wage   it  cannot, 
because  purohasiof,  pover   creates   the  demand  v:hich  production 
satisfied.     IJ/itaout   tL::.t   purchasing   power,    extra  production 
of  wheat   and   corn  and   vegetables  and  fruit  would  be  dumped   in 
the   creeks   and  rivers   as   oversuppXy.      Eut   our   ejiamination  of 
the   possibil:",ty   of  physical  production   shows   us   that  the 
converse    is  also   true,,      if  industry  •??ill  pa>    a  living  wage 
it  can  pay   a  living  wage. 

Cex  physical  resources,    oar  plant,    our  labor  power, 
our  scientific  knowledge,    all  these  are  more  than  adeq.aate. 
Only  the  will  to  pay  a  living  iiage    is  absent. 
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we   come  tiert ,    tb.un,    as   consumers   seeking  recognition   of 
our  rigtit  to  sufficient  purchasing  po^'er   to  enable  us  to  call 
fortti  such  products  as  are   essential  to  the  well-being  and 
homely   c^^mforts    of  family  life. 

We   have   developed  clearly    in   our  study  the  nature   of  t'.e 
market   in  ^hich  wages   are  determined,    that   is,    in  which  the 
purchasing  power   of   the  community  is  apportioned.     This  market 
operates   according  to  the  unbending  law  of  commercialism, 
"charge  what  the  traffic  will  bear",    "capitalization  based 
on  the  highest  limit  of  prospective  earning  power"-  The 

productive  system  and   its   product  are   considered  as  the  prop- 
erty  of  commercial  capital.      From  the   sale   of  the  product 
commercial  capital  pays   costs   and  keeps  the   rest  as   a  return 
on  property,    either  rent,    interest  or  profits.     Labor  is  merely 
one   of  the   costs   like  upkeep   of  machinery.      Capitalization  of 
prospective  profits  means  that  capital  must  absorb  all  in- 
creased productivity, 

In   our   study   of  the  deflation   period  we   hav©  seen  the 
operation   of  the  system  in   its   crudest  form.     We  are  now  in 
such  a  period.     Cur  findings  may  be  summarized  in  a  single 
brief  paragraph  which  places   the  present  wage  demands  of  rail- 
road management  togetherbwith  all  the  wage  data  ^hich  they 
have  presented  in  their  true  setting.        I  might  state   it  as 
follows : 

The  interests  in  control  of  prices  and  jobs  ha^e  put 
the  lid  on  domestic  consumption  at  just  the  time  "When  wages 
were  beginning  to  overtake   prices.      They  are  holding  the  lid 
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on  until  tb.ey  get  low  wages  in  all  industries   including  low 
returns   to  farmerso     Ttiey  are   pursuing  this  policy   in  order 
ttiat  wtien   increased  production   is  again  initiated  tliey  can 
again  absorb  tb,e  entire  increase,     Ttie  process  ^ivtxich.  m'e  traced 
ttirougti  ttie  inflation  period,   prices  runnihg  atiead  of  wages, 
will  then  be  repeated. 

Tliis  is  tiae  way  the  business  cycle  works,      if  the  Rail-- 
road  labor  Board,    constituted  to  provide   just  and  reasonable 
wages,   must  conform  to  this  cycle,    then  the  employes   of  In- 
dustry v»iiil  have  to  answer  the  question  which  I  have  asked  la 
terms  which  will  protect  their   interests  as   consumers. 


